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AMERICAN  ECONOMIC  ASSOCIATION. 


During  the  eleven  years  of  its  existence  the  American 
Economic  Association  has  adhered  closely  to  its  original 
purpose  of  encouraging  the  scientific  study  of  economic 
and  social  problems,  and  of  diffusing  knowledge  regard¬ 
ing  them.  In  its  ten  annual  volumes  of  monographs 
will  be  found  much  of  the  newest  thought  of  the  lead¬ 
ing  economists  of  the  country  on  the  important  questions 
of  the  day,  as  well  as  upon  economic  theory.  The  As¬ 
sociation  belongs  to  no  school,  but  persons  of  all  shades 
of  opinion  on  economic  subjects  are  found  among  its 
members,  the  specialists  as  well  as  very  many  persons 
who,  in  addition  to  their  interest  in  business  life,  take 
also  an  interest  in  economic  investigations. 

With  its  twelfth  year  of  work  the  Association  takes 
up  a  new  line  of  publications.  It  has  been  detenuined 
to  issue  a  series  of  popular  economic  .studies,  in  which 
shall  be  treated  in  brief  fonn,  but  with  an  impartial 
spirit,  the  leading  questions  of  the  day.  These  brief 
articles,  it  is  hoped,  will  have  a  wider  circulation  than 
the  longer  .scientific  monographs,  and  will  thus  be  of 
more  .service  in  informing  the  public  and  in  stimulating 
its  interest  in  economic  work.  It  is  not  the  intention, 
however,  to  cease  the  publication  of  the  scientific  mono- 
grajdis  ;  but  they  will  appear  hereafter  at  irregular  inter¬ 
vals  as  material  of  the  right  quality  is  offered.  It  is 
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hoped  that  the  Association  will  be  able  even  more 
often  than  before  to  publish  works  of  merit  that  from 
their  strictly  scientific  character  may  be  unable  to  find 
private  publishers.  Members  of  the  Association  will, 
therefore,  understand  that  in  paying  their  membership 
fees  they  are  not  only  receiving  in  the  publications  a 
full  equivalent,  but  that  in  addition  they  are  making 
possible  the  diffusion  of  results  of  careful  scientific  study 
that  might  not  otherwise  reach  the  light. 

While  the  Association  stands  to-day  in  a  better  condi¬ 
tion,  perhaps,  than  ever  before,  numbering  in  its  roll  of 
members,  with  very  few  exceptions,  the  names  of  all 
recognized  authorities  on  economic  questions  in  the 
country,  besides  hundreds  of  persons  who,  though  they 
have  not  made  a  specialty  of  economics,  have  still  a  deep 
interest  in  economic  problems,  it  still  needs  further 
means  in  order  to  continue  and  expand  its  work.  Efforts 
should  be  made  by  all  its  members  to  extend  the  mem¬ 
bership  list ;  and  the  Association  will  gladly  take  charge 
of  any  funds  or  prizes  that  interested  persons  may  wish 
to  offer  for  special  work.  Prizes  for  the  best  es.say.s  on 
important  topics  ftirnish  valuable  means  of  stimulating 
re.search. 

The  Association  has  heretofore  been  able  to  secure  for 
its  members  valuable  pamphlets  distributed  by  the  gov¬ 
ernment  or  by  individuals  who  wished  to  put  the  results 
of  experiments  or  research  into  the  hands  of  j>er.sons 
most  likely  to  make  good  use  of  them. 

The  last  annual  meeting,  held  at  Indianapolis,  was 
one  of  the  be.st  in  the  history  of  the  A.s.sociation.  The 
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discussion  on  the  monetary  question  of  the  day  proved  of 
very  unusual  interest ;  and  the  members  of  the  Associa¬ 
tion,  perhaps  better  than  at  any  previous  meeting,  availed 
themselves  of  the  opportunity  for  extending  their  ac- 
acquaintance  among  those  interested  in  economic  ques¬ 
tions. 

Any  person  may  become  a  member  of  the  Association 
upon  application  to  the  Secretary-.  The  membership  fee 
is  three  dollars  a  year;  life  membership  fifty  dollars. 
Members  are  entitled  to  all  the  publications  of  the  As- 
.sociation,  and  receive  also  a  discount  of  one-sixth  on  any 
back  numbers  or  volumes  of  the  publications  which  they 
may  wi.sh  to  purchase.  Libraries  and  other  institutions 
may  receive  all  the  publications  by  paying  an  annual  sub¬ 
scription  of  four  dollars,  or  may  receive  the  new  Studies 
upon  payment  of  two  and  one-half  dollars  annually. 
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CONSTITUTION. 


ARTICLE  L 
Name. 

This  Society  shall  be  known  as  the  American  Eco¬ 
nomic  Association, 

ARTICLE  11. 

Objects. 

1.  The  encouragement  of  economic  re.search,  espe¬ 
cially  the  historical  and  statistical  study  of  the  actual 
conditions  of  industrial  life. 

2.  The  publication  of  economic  monographs. 

3.  The  encouragement  of  perfect  freedom  of  eco¬ 
nomic  discussion.  The  A.s.sociation,  as  such,  will  take 
no  partisan  attitude,  nor  will  it  commit  its  members  to 
any  position  on  practical  economic  questions. 

4.  The  establishment  of  a  bureau  of  information  de¬ 
signed  to  aid  members  in  their  economic  studies. 

ARTICLE  III. 

Membership. 

Any  person  may  become  a  member  of  this  As.sociation 
by  paying  three  dollars,  and  after  the  first  year  may  con¬ 
tinue  a  member  by  paying  an  annual  fee  of  three  dollars. 
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On  payment  of  fifty  dollars  any  person  may  become  a 
life  member,  exempt  from  annual  dues.* 

ARTICLE  IV. 

Honorary  Members. 

The  Council  may  elect  foreign  economists  of  distinc¬ 
tion,  not  exceeding  twenty-five  in  number,  honorary 
members  of  the  Association.  Each  honorary  member 
shall  be  entitled  to  receive  all  reports  and  publications 
of  the  Association. 

ARTICLE  V. 

Officers. 

The  officers  of  the  society  shall  consist  of  a  President, 
three  Vice-Presidents,  a  Secretary,  a  Treasurer,  a  Publi¬ 
cation  Committee  and  a  Council. 

ARTICLE  VI. 

COUNCIE. 

1.  The  Council  shall  consist  of  an  indefinite  number 
of  members  of  the  society,  chosen,  with  the  exception  of 
the  original  members,  for  three  years.  It  shall  have 
power  to  fill  all  vacancies  in  its  membership,  and  may 
add  to  its  number. 

2.  It  shall  elect  the  President,  Vice-Presidents,  Sec¬ 
retary  and  Treasurer,  which  officers,  with  the  Chairman 
of  the  Publication  Committee,  shall  constitute  an  Execu- 

*Note. — Each  member  shall  be  entitled  to  receive  all  reports  and 
publications  of  the  Association. 
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tive  Committee  with  such  power  as  the  Council  may  en¬ 
trust  to  it. 

3.  The  Council  shall  organize  itself  into  a  number 
of  standing  committees  upon  the  various  lines  of  research 
undertaken.  These  committees  shall  prepare  reports 
from  time  to  time  upon  such  subjects  relating  to  their 
respective  departments  as  they  may  select,  or  as  may  be 
referred  to  them  by  the  Council.  These  reports  shall  be 
presented  to  the  Council  at  its  regular  or  special  meet¬ 
ings  and  be  open  to  di.scussion.  All  papers  offered  to 
the  society  shall  be  referred  to  the  appropriate  commit¬ 
tees  before  being  read  in  the  Council. 

4.  The  Council  shall  have  charge  of  the  general  in¬ 
terests  of  the  society,  and  shall  have  power  to  call  meet¬ 
ings  and  determine  w’hat  reports,  papers,  or  discussions 
are  to  be  printed,  and  may  adopt  any  rules  or  regulations 
for  the  conduct  of  its  business  not  inconsistent  with  this 
constitution. 

5.  The  Council  shall  elect  a  Commitee  on  Publica¬ 
tions,  which  shall  consist  of  six  members,  so  classed  that 
after  the  first  election  the  term  of  two  members  shall  ex¬ 
pire  each  year.  This  committee  shall  have  charge  of  and 
responsibility  for  the  scientific  publications  of  the  As.so- 
ciation. 

ARTICLE  VII. 

Amendments. 

Amendments,  after  having  been  approved  by  a  majori¬ 
ty  of  the  Council,  may  be  adopted  by  a  majority  vote  of 
the  members  present  at  any  regular  meeting  of  the  Asso¬ 
ciation. 
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BY-LAW'S. 


1.  The  President  of  the  Association,  who  shall  be 
ex-officio  a  nieinber  of  the  Council,  shall  preside  at  all 
meetings  of  the  Conncil  and  Association,  and  perform 
snch  other  duties  as  may  be  assigned  to  him  by  the  Coun¬ 
cil.  In  case  of  inability  to  perfonn  his  duties,  they  shall 
devolve  upon  the  Vice-Presidents  in  the  order  of  their 
election,  upon  the  Secretary  and  Treasurer,  and  upon 
the  Chairmen  of  the  Standing  Committees,  in  the  order 
in  which  the  committees  are  mentioned  in  the  list. 

2.  The  Secretary  shall  keep  the  records  of  the  Asso¬ 
ciation,  and  perform  such  other  duties  as  the  Council 
may  assign  to  him. 

3.  The  Treasurer  shall  receive  and  have  the  custody 
of  the  funds  of  the  Association,  subject  to  the  rules  of 
the  Council. 

4.  The  following  Standing  Committees  shall  be  or¬ 
ganized  : 

(1) .  On  Labor. 

(2) .  On  Transportation. 

(3) .  On  Trade. 

(4) .  On  Public  Finance. 

(5) .  On  Industrial  and  Technical  Education. 

(6) .  On  Exchange. 

(7) .  On  General  Questions  of  Economic  Theory. 

(8) .  On  Statistics. 

(9) .  On  Teaching  Political  Economy. 
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The  Executive  Committee  may  appoint  such  special 
committees  as  it  may  deem  best. 

5.  At  any  meeting  called  by  the  general  summons  of 
the  President,  five  members  shall  constitute  a  quorum. 

6.  Papers  offered  for  the  consideration  of  the  Council 
shall  be  referred  by  the  Secretary,  each  to  its  appropriate 
committee. 

7.  In  order  to  encourage  economic  research,  the 
Association  proposes  to  render  pecuniary  assistance  in 
the  prosecution  of  the  same,  and  to  offer  prizes  for  the 
best  monographs  upon  selected  topics.  It  stands  ready 
to  accept  and  administer  any  fund  placed  at  its  disposal 
for  either  purpose. 

8.  The  Executive  Committee  shall  have  power  at 
any  time  to  add  new  members  to  the  Council. 

9.  The  Executive  Committee  shall  assign  all  mem¬ 
bers  of  the  Council  to  one  of  the  Standing  Committees, 
and  shall  appoint  the  Chairmen  of  the  Committees. 

10.  It  shall  be  the  duty  of  the  Chairmen  of  the  re¬ 
spective  Committees  to  organize  and  direct  the  work  of 
the  .same,  under  the  general  control  of  the  Council. 
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THE  EIGHTH  ANNUAL  MEETING. 


The  Eighth  Annual  Meeting  of  the  American  Eco¬ 
nomic  Association  was  held  in  the  senate  chamber  of 
the  State  House  at  Indianapolis,  Ind.,  December  27-31, 
1895.  On  the  last  day  of  the  meeting  a  joint  session 
was  held  with  the  Political  Science  Association  of  the 
Central  States,  which  continued  its  special  sessions  two 
days  longer.  The  attendance  was  unusually  large,  and 
some  of  the  discussions  were  of  great  interest.  The  fol¬ 
lowing  program  had  been  prepared,  and  was  carried  out 
with  slight  changes  which  appear  in  the  report : 

Friday,  Ducember  27. 

Evening  Session,  S  p.  m. 

I.  .\ddress  of  Welcome,  by  Governor  Matthews. 

II.  Response  by  the  President  of  the  Association. 

III.  President’s  Annual  Address:  “The  Theory  of  Economic  Pro- 
{{ress.’’  Professor  John  II.  Clark,  Columbia  College. 


Saturday,  December  28. 

Morning  Session,  10  a.  in. 

Symposium. — The  Relation  of  Changes  in  the  Volume  of  the  Cur¬ 
rency  to  Prosperity. 

Papers  by  Professor  Irving  Fisher,  Yale  University,  and 
President  Francis  A.  Walker,  Massachusetts  Institute  of 
Technology.  Brief  addresses  by  PROFESSORS  WiLLARD  ITshER 
and  Edward  A.  Ross. 
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Afternoon  Session,  j  p.  in. 

Symposium. — The  Practicability  and  Desirability  for  the  Commercial 
World  of  a  Double  Standard  of  Currency, 

Papers  by  Generai.  A.  J.  Warner,  President  of  the  American 
Bimetallic  League,  and  Professor  F.  W.  Taussig,  Harvard  Uni¬ 
versity.  Brief  addresses  by  Professors  W.  A.  Scott,  il.  \V’. 
Farnam,  Sidney  Sherwood,  and  John  H.  Gray. 


Monday,  Dexember  30. 

Morning  Session,  10  a.  in. 

I.  Do  We  Want  an  Elastic  Currency  ? 

Professor  F.  M.  Taylor,  University  of  Michigan. 

II.  The  Desirability  of  a  Permanent  Census  Bureau. 

Professor  Richmond  Mayo-Smith,  Columbia  College. 

III.  The  Density  of  Population  iu  the  United  States  in  1890. 

Professor  Walter  F.  Willcox,  Cornell  University. 


Afternoon  Session,  j  p.  in. 

I.  Some  Unpublished  Letters  of  David  Ricardo. 

Dr.  j.  H.  Hollander,  Johns  Hopkins  University. 

II.  The  Formulation  of  Normal  Laws  with  Especial  Reference  to  the 
Theory  of  Utility. 

Professor  Simon  N.  Patten,  University  of  Pennsylvania. 

III.  Pawn  Shops  and  Their  Work  in  Cincinnati. 

H.  A.  Millis,  Fellow  in  Economics,  Indiana  State  Universitj-. 
If  IV.  The  Fallacy  of  Saving. 

Dr.  H.  R.  Seager,  University  of  Pennsylvania. 


Joint  session  with  the  Political  Science  Association  of 
the  Central  States. 

Tuesday,  December  31. 

Morning  Session,  10  a.  in. 

Cost,  Singular  and  Plural. 

Professor  W,  G.  Langworthy  Taylor,  University  of  Nebraska. 
Symposium. — The  Sphere  of  Voluntary  Organization  in  Social  Move¬ 
ments. 
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Papers  PROFESSOR  F.  H.  Giddings,  Columbia  College, 
(A.  E.  A.),  and  Professor  C.  R.  Henderson,  University  of 
Chicago,  (P.  S.  A.).  The  discussion  will  be  participated  in  by 
Professor  Lester  F.  Ward  and  Professor  H.  H.  Powers, 
for  the  Economic  Association,  and  Professor  Graham  Tayeor, 
Hon.  WiEEiAM  D.  Foueke,  and  President  J.  H.  Fineey,  for 
the  Political  Science  Association. 


Afternoon  Session,  2:jo  p.  m. 

Syinposinin. — Present  Obstacles  to  the  Adoption  of  Business  Methods 
in  Municipal  Administration. 

Papers  by  Hon.  Franki.in  McVeagh,  Chicago,  Ill.,  (P.  S.  A.), 
and  Ci.inton  Rogers  Woodruff,  Secretary  of  the  National 
Municipal  League  (A.  E.  A. ).  The  discussion  will  be  participated 
in,  it  is  expected,  by  Dr.  Washington  Gladden  and  Professor 
John  H.  Gray,  for  the  Political  Science  Association,  and  Pro¬ 
fessor  J.  W.  JENKS,  Professor  J.  R.  Commons,  and  Dr.  E.  W. 
Bemis,  for  the  American  Economic  Association. 


The  address  of  welcome  and  the  response  by  the 
President  are  given  in  full  on  the  following  pages.  The 
animal  address  of  the  President  and  the  address  of  ex- 
President  I'rancis  A.  Walker  were  printed  in  the  first 
number  of  the  Economic  Studies.  It  is  probable  that 
some  of  the  other  papers  given  will  be  printed  by  the 
As.sociation.  Abstracts  of  the  papers  and  discussions 
are  given  on  the  following  pages. 

COUNCIL  MEETINGS. 

Two  meetings  of  the  Council  of  the  Association  were 
held,  with  President  John  B.  Clark  in  the  chair.  The 
most  important  actions  taken,  which  will  be  of  general 
interest  to  the  members,  are  the  following : 
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An  amendment  to  the  Constitution,  making  the  Publi¬ 
cation  Committee  to  consist  of  six  members,  the  terms 
of  two  to  expire  each  year,  was  adopted. 

It  was  decided  that  the  monographs  should  hereafter 
be  issued,  not  at  regular  intervals,  but  in  such  numbers 
and  at  such  times  as  the  Publication  Committee  shall 
deem  expedient.  In  addition  to  the  monographs  the 
Association  is  to  issue  a  series  of  short  Studies,  original 
or  reprinted,  not  less  than  six  a  year  nor  more  than 
twelve,  in  which  practical  questions  shall  be  scientifi¬ 
cally  discussed. 

The  Executive  Committee  was  empowered  to  appro¬ 
priate  the  sums  necessary  to  defray  the  expenses  of  the 
offices  of  the  Secretary,  Treasurer,  and  Publication  Com¬ 
mittee. 

The  following  resolutions  were  passed  as  a  result  of 
the  discussion  on  the  question  of  a  Permanent  Census 
Bureau : 

1.  That  the  American  Economic  Association  expresses 
its  sympathy  with  all  efforts  to  improve  census  methods 
in  the  United  States ;  and  that  the  President  appoint  a 
committee  to  promote,  if 'possible,  an  effective  coopera¬ 
tion  with  the  United  States  authorities  in  the  plans  and 
methods  of  future  census  operations. 

2.  That  the  American  Statistical  Association  be  in¬ 
vited  to  appoint  a  like  committee  to  act  with  the  com¬ 
mittee  of  the  American  Economic  Association. 

The  following  officers  were  elected  for  the  ensuing 
year : 

President,  Henry  C.  Adams,  Ph.D.,  University  of 
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Michigan ;  Vice-Presidents :  Franklin  H.  Giddings, 
M.A.,  Columbia  College ;  E.  R.  L-  Gonld,  Ph.D.,  Johns 
Hopkins  University  and  the  University  of  Chicago; 
Roland  P.  Falkner,  Ph.D.,  University  of  Pennsylvania  ; 
Secretarj',  Jeremiah  W.  Jenks,  Ph.D.,  Cornell  Univer¬ 
sity  ;  Treasurer,  Charles  PI.  Hull,  Ph.D.,  Cornell  Uni¬ 
versity  ;  Pnblieation  Committee :  F.  W.  Taussig,  Ph.D., 
Harvard  University,  Chairman ;  Sidney  Sherwood, 
Ph.D.,  Johns  Hopkins  University  ;  John  Graham  Brooks, 
Cambridge,  Mass. ;  H.  H.  Powers,  A.M.,  Stanford  Univer¬ 
sity  ;  Davis  R.  Dewey,  Ph.D.,  Massaehusetts  Institute  of 
Technology ;  W.  A.  Scott,  Ph.D.,  University  of  Wis¬ 
consin. 

The  following  gentlemen  were  added  to  the  Council : 

I'rancis  A.  Walker,  LL.D.,  Massachusetts  Institute  of 
Teehnolog>' ;  John  Cummings,  Ph.D.,  Harv’ard  Uni¬ 
versity  ;  Frederick  C.  Clark,  Ph.D.,  Ohio  State  Univer¬ 
sity ;  Edward  A.  Ross,  Ph.D.,  Stanford  University;  W. 
A.  Scott,  Ph.D.,  University  of  Wiseonsin  ;  W.  F.  Will- 
cox,  Ph.D.,  Cornell  University ;  F.  W.  Moore,  Ph.D., 
Vanderbilt  University  ;  Franeis  Walker,  Ph.D.,  Colorado 
College ;  John  F.  Crowell,  Ph.D.,  Smith  College ;  J. 
W.  Crook,  Ph.D.,  Amherst  College ;  Irving  P'isher, 
Ph.D.,  Yale  University;  Willard  P'isher,  Ph.D.,  Wes¬ 
leyan  University  ;  John  J.  MeNnlty,  Ph.D.,  College  of 
the  City  of  New  York ;  Charles  J.  Bullock,  Ph.D., 
Cornell  University ;  P'dward  Cummings,  Ph.D.,  Cam¬ 
bridge,  ^lass. 
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REPORT  OF  THE  SECRETARY. 

The  year  just  closed  has  been  a  prosperous  one  so  far 
as  the  membership  list  and  the  business  of  the  associa¬ 
tion  are  concerned.  The  results  for  the  membership 
may  be  summarized  as  follows : 


Life  members, ....  Lost  by  deaths .  2 

Additions .  i 

Total  number  at  present, .  71 

Honorary  members,  Lost  by  deaths,  ....  none. 

Additions, . none. 

Total  number  at  present, .  16 

Regular  members.  Number  lost  during  year,  34 

Additions .  62 

Gain .  28 

Total  number  at  present, .  485 

Subscribers . N umber  lost  during  year,  7 

Additions, .  i 

Total  number  at  present .  80 

Total  number  subscribers  and  members,  .  .  652 


A  number  of  changes  have  been  made  in  the  business 
arrangements  of  the  Association.  Acting  under  the  in¬ 
structions  of  the  Council  the  Secretary'  made  an  arrange¬ 
ment  with  Macmillan  &  Co.  of  New  York,  by  which  they 
became  the  publishers  of  the  Association.  Under  this 
arrangement  Macmillan  &  Co.  undertook  all  the  busi¬ 
ness  of  the  sales  of  the  publications  and  of  collecting 
subscriptions.  Regular  dealings  with  the  members  are 
left  with  the  Secretary  and  Treasurer.  The  change  has 
made  it  possible  to  reduce  materially  the  expenses  of 
the  Secretary’s  office. 

Judging  from  the  experience  of  the  last  few  months, 
this  arrangement  will  give  the  publications  of  the  Asso- 
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ciation  a  somewhat  wider  circulation ;  and  the  conven¬ 
ience  and  standing  of  the  Association  will  be  furthered 
by  having  a  permanent  publisher  in  New  York.  Prob¬ 
ably  there  will  be  also  a  slight  increase  in  the  income  of 
the  Association. 

It  seemed  wise  also  to  the  Executive  Committee  to 
make  a  change  in  the  printers  of  the  Association.  Accord¬ 
ingly  a  contract  was  made  with  Andrus  &  Church  of  Itha¬ 
ca,  who  offered  somewhat  lower  terms  than  it  was  possible 
to  obtain  elsewhere.  The  location  of  the  printers  has 
been  convenient  for  the  Secretary  and  the  assistant  of 
the  Publication  Committee  who  has  had  charge  of  the  first 
reading  of  the  proofs,  and  the  work  has  been  done  more 
promptly,  more  easily  and  better  than  before. 

The  change  in  the  publishing  office,  however,  made 
it  necessary  to  re-enter  our  publications  with  the  Post 
Office  Department  at  Washington ;  and  under  the  later 
rulings  of  that  department  it  has  been  impossible  to  en¬ 
ter  our  publications  as  second  class  matter  nnless  we 
give  up  the  publication  of  double  numbers.  The  rules 
require  that  publications  be  issued  at  regular  intervals  ;■ 
so  that  we  must  publish  either  four  or  six  regular  num¬ 
bers  each  year.  Owing  to  the  nature  of  the  material  we 
have  had  on  hand  we  have  been  unable  to  issue  the 
numbers  regularly,  and  have  therefore  been  obliged  to 
pay  third  class  rates,  thus  adding  to  our  mailing  expense 
probably  $150. 

The  Publication  Committee  have  also  found  it  necessa¬ 
ry  to  print  more  matter  this  year  than  usual ;  so  that  the 
expense  for  printing  is  also  larger.  The  original  plan  was 
4 
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to  print  some  500  pages  a  year.  Our  single  monograph 
on  Canadian  Banking,  comprising  numbers  i,  2,  3  of 
Volume  10,  contained  some  476  pages.  We  have  already 
printed  (including  the  Hand-Book  and  Report  of  the 
Seventh  Annual  Meeting,  containing  138  pages)  749 
pages,  and  must  still  print,  to  complete  our  volume  for  the 
year,  one  double  number.  On  the  whole,  we  shall  proba¬ 
bly  print  900  pages.  While  the  monographs  printed  have 
been  valuable,  and  while  the  one  on  the  Canadian  Bank¬ 
ing  System  has  sold  well,  especially  in  bound  form,  it 
still  seems  desirable  from  the  standpoint  of  the  Secretary, 
not  to  print  so  large  monographs. 

Again,  one  must  not  overlook  the  difficulty  of  procur¬ 
ing  desirable  material  for  publication.  Since  so  many 
regular  economic  publications  have  been  started  in  this 
country  a  market  has  been  found  for  many  of  the  most 
valuable  contributions,  and  many  of  our  best  writers 
even  among  our  younger  members  have  been  under 
more  or  less  obligation  to  print  elsewhere.  It  seems  de¬ 
sirable  that  the  Council  take  into  consideration  our  pub¬ 
lications,  with  reference  to  the  provision  of  suitable 
material. 
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treasurer’s  report. 


F.  B.  HAWLEY,  Treasurer, 

In  account  with  the  American  Economic  Associa¬ 
tion  for  the  year  ending  Dec.  2j,  iSgy. 
Debits. 


Cash  on  hand  as  per  last  report . 

Subscriptions  and  sales.  Secretary’s  office  .  .  . 
“  “  “  Macmillan  &  Co.  .  .  . 

Contributions . 

Life  membership . 

Annual  dues . . . 

.  .  11465  53 

848  88 
.  •  631  77 

.  .  17  00 

.  .  50  00 

.  .  1203  00 

Credits. 

4216  18 

Expenses  of  Secretary’s  office . 

Expenses  of  Treasurer’s  office . 

Publication  Expenses . 

.  .  753  68 

88  75 

•  .  1833  87 

Cash  in  hands  of  Secretary  Dec.  23 . 

"  Treasurer  “  “ . 

2676  30 
18  14 
1521  74 

ADDRESS  OF  WELCOME. 


BY  GOVERNOR  MATTHEWS  OF  INDIANA. 

Gentlemen  of  the  American  Economic  Association  : 

It  gives  me  profound  gratifieation  to  have  this  oppor¬ 
tunity  to-night  to  welcome  you  to  our  state  and  to  its 
capital  city.  To  have  great  educators,  men  of  thought, 
of  letters,  and  of  science,  turn  their  footsteps  towards 
our  hospitable  and  appreciative  borders,  is  in  truth  but 
history  repeating  itself,  and  is  only  in  keeping  with  the 
march  v/hich  began  in  the  early  infancy  of  our  state¬ 
hood.  For  there  was  a  time,  gentlemen,  and  quite  a 
long  time,  too,  when  the  best  known — I  may  say,  the 
most  favorably  known — spot  in  all  the  country  west  of 
the  Alleghanies,  a  spot  known  to  the  world  of  speculativ^e 
thought,  of  higher  intelligence,  of  broad  investigation 
and  comprehensive  science,  was  in  Indiana — in  Posey 
county,  Indiana,  the  home  and  the  resting  place  of 
Robert  Dale  Owen  and  his  co-laborers.  It  was  there 
that  the  great  strong  minds  of  the  old  and  the  new 
world  at  that  time  gathered  and  communed,  with  high 
aim,  noble  resolve,  and  unselfish  study  and  research  into 
problems  of  social  and  material  science,  and  evolved 
ideas,  theories,  and  political  good  which  left  their  im. 
press  upon  a  people — influences  which  yet  are  felt  and 
which  more  than  any  one  thing  did  their  work  in  placing 
Indiana  well  to  the  front  in  all  matters  of  great  and  true 
reforms,  reforms  which  were  to  meet  the  constant  and 
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rapidly  growing  demands  of  an  advancing  civilization. 
While  we,  gentlemen,  would  welcome  you  to-niglit  as 
guests,  we  would  also  welcome  you  as  students  of  prob¬ 
lems,  social,  political,  and  economic,  which,  I  am  proud 
to  say,  we  as  a  state  have  earnestly  studied  and  more 
than  partially  solved.  During  your  stay  with  us,  we 
would  invite  your  attention  to  the  justice  and  the  equity 
of  the  laws  upon  the  statiites  of  Indiana.  We  would 
also  ask  you  to  consider  the  great  system  of  state  chari¬ 
ties,  and  especially  that  system  of  organized  charity  in 
this  city — and  I  do  not  speak  boastingly — which  lias 
not  its  superior  in  any  city  of  the  land.  We  would  also 
ask  your  attention  to  the  public  school  system  of  our 
state,  an  educational  system  which  long  has  been  the 
admiration  and  the  pattern  for  other  states  coming  into 
the  Union  after  its  adoption  in  Indiana.  But,  Mr.  Presi¬ 
dent,  I  will  not  undertake  to  enumerate  all  the  good 
things  we  possess,  for  fear  that  I  may  be  charged  with 
the  spirit  of  boasting.  I  am  glad  to  say,  gentlemen, 
that  we  welcome  you  most  for  yourselves,  for  your  worth 
as  educators  in  the  fields  of  higher  advanced  thought,  as 
men  who,  while  you  cannot  directly  mingle  in  nor  ad¬ 
minister  public  affairs,  yet  are  moulders  of  thought  and 
creators  of  influences  just  as  surely,  and  who  even  in  the 
quiet  of  your  studies,  shape  the  destiny  of  a  people  and 
their  government. 

I  do  not  come  before  you  to-night,  rejoicing  as  I  do  in 
your  meeting  in  our  midst,  with  any  expectation  of  or 
preparation  for  an  address.  We  know  that  we  ourselves 
will  derive  much  of  pleasure  and  instruction  through 
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the  consideration  and  discussion  of  the  questions  which 
will  engage  your  attention  during  your  meeting  here, 
and  we  sincerely  hope  that  you  yourselves  may  find 
your  stay  with  us  useful  and  of  that  agreeable  character, 
giving  to  you  pleasant  memories  to  carry  away  with  you, 
that  may  again  at  some  time  tempt  you  to  return  to  us. 
I,  gentlemen,  members  of  the  American  Economic 
Association,  most  cordially  and  heartily  welcome  you  to 
Indiana. 

RESPONSE  TO  THE  ADDRESS  OF  WELCOME,  BY  PRESI¬ 
DENT  JOHN  B.  CLARK. 

It  is  my  pleasant  privilege  to  express  what  we  all  feel, 
a  grateful  appreciation  of  the  kindly  words  of  welcome 
which  the  Governor  of  the  State  has  extended  to  us.  It 
is  not  unknown  to  us  that,  in  early  times  and  in  recent 
times,  economic  thought  has  been  largely  indebted  to 
the  State  of  Indiana ;  and  it  is  with  peculiar  pleasure 
that  we  come  here  for  a  meeting  that  in  itself  has  one 
noteworthy  feature,  namely,  that  it  is  the  decennial  of 
our  association.  Ten  years  ago  our  association  was  or¬ 
ganized  ;  and  if  I  were  to  allow  myself  to  think  on  what 
those  ten  years  signify  to  economic  thought  and  to  the 
representatives  of  it  in  this  country^,  I  should  be  led  into 
a  reminiscence  which  might  possibly  sound  like  a  glori¬ 
fication  of  the  achievements  of  the  Association.  That 
certainly  would  be  inappropriate.  But  what  is  appro¬ 
priate  to  the  occasion  is  this :  If  indeed  our  work  has 
been  fruitful  during  the  ten  years  that  are  now  closing. 
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what  is  the  cause  of  it  ?  What  can  it  be  other  than  that 
profound  interest  which  among  the  American  people 
every'where  has  been  given  to  the  subjects  on  which  our 
work  is  especially  expended  ?  Is  it  not  the  fact  that  po¬ 
litical  economy  is  preeminently  a  science  for  the  people 
of  a  democratic  state  ?  Is  it  not  to  the  profound  inter¬ 
est  which  the  American  people  in  every  locality  have 
given  to  the  consideration  of  topics  of  this  sort  that  we 
owe  such  measure  of  success — a  large  measure,  I  ven¬ 
ture  indeed  to  call  it — as  has  attended  the  efforts  of  the 
economists  of  this  country^,  and  those  of  our  own  asso¬ 
ciation,  during  the  last  ten  years  ?  It  is  my  judgment 
that  some  attention  should  certainly  be  given  to  the 
change  that  has  come  in  the  condition  of  economic 
thought  and  study  in  our  country  during  this  period,  in 
consequence  of  organized  work.  It  cannot  adequately  be 
given  here  and  now.  Our  debt  of  gratitude,  not  only  to 
the  State  of  Indiana,  but  to  all  states  that  have  fostered 
this  thought,  that  have  given  a  welcome  to  the  publica¬ 
tions  of  this  Association,  is  profound. 

We  thank  you.  Sir,  for  your  special  and  cordial  wel¬ 
come  to  the  State  of  Indiana.  We  know  that  we  shall 
derive  the  full  measure  of  pleasure  aud  profit  from  our 
stay,  which  you  so  kindly  -wish  for  us. 


ABSTRACTS  OF  PAPERS  AND  DISCUSSIONS. 
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The  Theory  of  Economic  Progress. 

BY  PROFESSOR  JOHN  B.  CEARK,  COI.UMBIA  UNIVICRSITY. 

Progress  and  the  hopeful  attitude  that  goes  with  it  are 
necessary  if  life  in  the  present  is  to  be  worth  living.  A 
static  world,  though  it  were  a  paradise,  would  be  intoler¬ 
able.  Isolated  life  is  static.  It  lacks  capacity  for  pro¬ 
gress.  Exchanges  remove  this  difficulty.  They  enable 
a  man  to  diversify  his  consumption  and  to  specialize  his 
production.  They  develop  an  industrial  society.  The 
especial  force  that  dominates  it  is  competition. 

Competitive  life  is  inherently  progressive.  Let  us 
see  whether  progress  will  ever  be  self-terminating.  Will 
society  develop  to  a  point  at  which  a  dead-lock  within 
the  social  forces  will  occur  and  bring  the  movement  to 
a  halt  ? 

'  Specialization  is  the  feature  of  social  industry,  it 
opens  the  way  for  the  use  of  machinery.  This  is  avail¬ 
able  where  one  mechanical  operation  is  many  times 
repeated.  In  the  hands  of  competing  employers  machin¬ 
ery  rapidly  increases  wealth-producing  power.  If  such 
rivalry  ceases,  progress  will  stop.  It  will  mean  economic 
paralysis. 

Trusts  do  not  extinguish  all  competition,  nor  stop 
economic  progress.  First,  too  high  prices  exacted  by  a 
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trust  attract  new  competitors  into  the  field.  Secondly, 
the  profits  secured  by  such  a  combination,  if  they  were 
to  be  nsed  as  capital  outside  of  its  own  field,  must 
create  competition  elsewhere.  Thirdly,  a  trust  that  has 
possession  of  one  industry  has  often  great  facilities  for 
entering  another.  If  such  cross  competition  occurs,  it 
will  be  peculiarly  efficient  in  insuring  improvements. 
Even  a  large  sum  exacted  from  the  public  in  the  way  of 
profits  may  be  borne  if  a  trust  gives  any  impetus  to  pro¬ 
gress.  If  it  checks  progress,  it  is  condemned,  though  it 
exacts  nothing.  Now  profits  and  progress  go  together ; 
and  this  union  is  probable  even  under  a  regime  of  trusts. 

On  the  supposition  that  industrial  progress  is  to  con¬ 
tinue,  this  progress  is  to  be  freer  hereafter  from  burdens 
imposed  on  laborers.  Workmen  will  have  limited 
functions  to  perform,  and  can  learn  them  easily.  They 
can  pass  from  one  occupation  to  another.  Their  trade 
will  not  make  them  helpless  when  a  new  invention 
causes  them  to  find  new  occupations.  The  wastes  of 
progress  are  to  be  transferred  to  capital.  An  old  ma¬ 
chine  becomes  useless  when  a  new  one  is  invented.  This 
loss,  however,  can  be  borne ;  for  with  the  wastes  caused 
by  the  discarding  of  old  machinery,  comes  the  gain  from 
using  new. 

On  this  one  issue, — the  problem  of  progress  in  a 
regime  of  consolidated  capital — depends  the  future  of 
humanity.  In  so  far  as  principles  decide  the  event,  it 
appears  that  man  has  the  power  forever  to  progress. 

This  result  will  be  gained  if  human  evolution  does 
not  turn  backward  and  ensure  a  sundval  of  the  hope- 
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lessly  unfit  among  industrial  types.  Such  a  reversal  of 
the  order  of  nature  has  not  elsewhere  occurred.  We 
are  justified  in  putting  faith  in  evolution. 

Competition, — rivalry  in  service, — is  not  capable  of 
extinction.  If  so,  progress  can  never  cease. 


A  Symposium — The  Relation  of  Changes  in  the 
Volume  of  the  Currency  to  Prosperity. 

PAPERS  BY  PROFESSOR  IRVING  FISHER  OF  YALE  UNIVERSITY,  AND  PRESIDENT 

FRANCIS  A.  WALKER  OF  THE  MASSACHUSETTS  INSTITUTE  OF  TECHNOLOGY, 

Professor  Fisher :  This  paper  is  confined  to  a  small 
part  of  the  subject  announced,  and  is  directed  against 
the  argument  that  the  appreciation  of  gold  aggravates 
debts.  This  argument  looks  only  at  the  principal  of 
the  debt  and  disregards  entirely  the  rate  of  interest. 
The  contention  is  that  appreciation  when  foreseen  is  off¬ 
set  by  a  lowering  of  the  rate  of  interest.  The  Belmont- 
Morgan  bond  syndicate  was  willing  to  lend  our  govern¬ 
ment  some  sixty-five  millons  at  3  % ,  if  a  gold  standard 
were  specified,  but  demanded 

sume  the  risks  of  a  fall  of  standard.  To  further  fix  our 
ideas,  let  us  suppose  two  standards,  gold  and  wheat,  and 
that  whereas  to-day  wheat  is  $i  per  bushel,  it  is  ex¬ 
pected  in  one  year  to  sink  to  96  cents.  If  the  rate  of 
interest  in  a  gold  contract  is  what  would  be  the 
the  rate  in  the  wheat  contract?  That  is,  if  a  man 
borrows  capital  to  the  amount  of  $100,  agreeing  to  re¬ 
turn  it  one  year  hence  with  $8  interest,  what  interest 
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would  he  have  to  pay  if  he  expressed  his  loan  in  bush¬ 
els  ?  As  he  has  to  pay  $108  in  the  gold  standard,  our 
problem  is  solved  by  finding  how  much  wheat  this  $108  is 
equivalent  to  at  the  end  of  the  year.  Since  wheat  is  to  be 
at  96  cents,  we  see  that  $108  will  be  worth  112^  bushels, 
so  that  the  rate  of  interest  in  wheat  will  be  12^5^. 
Thus  an  expected  depreciation  of  4^  is  offset  by 
extra  interest.  In  general  if  i  represents  the  rate  of  in¬ 
terest  in  gold,  j  in  wheat,  and  a  the  expected  rate  of 
appreciation,  it  can  be  shown  that  these  three  quanties 
satisfy  the  relation  i  +  /=(!  +  i)  (I  +a). 

So  far  it  is  assumed  that  the  appreciation  is  foreseen. 
To  determine  how  far  this  is  actually  the  case  several 
thousand  statistical  figures  have  been  reduced  and  com¬ 
pared.  During  the  period  of  the  gold  premium  in  this 
country  there  were  two  kinds  of  United  States  bonds, 
“  currency  ”  bonds  and  gold  bonds,  and  it  is  found  that 
the  interest  realized  to  investors  obeys  the  law  required, 
viz.,  that  the  appreciating  standard  has  the  lower  inter¬ 
est.  The  same  is  true  of  two  kinds  of  India  bonds  in 
the  London  market,  expressed  in  the  gold  and  silver 
standards  respectively.  The  average  interest  realized  in 
silver  bonds  since  the  fall  in  exchange  began  is  4.5 
and  in  gold  3.5 showing  a  difference  of  i  whereas 
previous  to  the  fall  in  exchange,  the  difference  was  not 
more  than  one-fourth  of  The  averages  in  the 

money  market  give  similar  results.  When  prices  are 
rising,  interest  is  high.  When  prices  are  falling,  inter¬ 
est  is  low.  This  is  found  to  be  the  case  in  this  country, 
England  and  Germany.  We  thus  see  that  the  aggrava- 
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tion  of  debts  claimed  by  the  bimetallists  has  been  partly 
offset  by  a  reduction  in  interest.  It  has  not  all  been  off¬ 
set,  however,  and  there  remains  probably  a  loss  to  debt¬ 
ors  amonnting  to  not  more  than  i  ^  in  interest. 

President  Walker :  Every  purposed  increase  of  the 
money  supply,  by  act  of  government,  having  for  its 
object  the  raising  of  prices  and  the  scaling-down  of 
debts,  is  subject  to  the  gravest  impeachment  on  the 
grounds  not  only  of  morality,  but  also  of  economic  ex¬ 
pediency.  It  carries  with  it  the  sting  of  fraud ;  and  it 
leaves  behind  it  a  retribution,  swift,  sure  and  terrible. 
A  metallic  inflation,  however,  due  to  the  discovery  of 
new  resources  in  nature,  or  to  improvements  in  the  arts, 
is  subject  to  no  such  objection.  Hume,  McCulloch, 
Chevalier  and  Cairnes  support  the  proposition  that  a 
considerable  increase  of  the  money  supply  from  such  a 
source,  if  not  too  rapid,  may,  by  reducing  the  burden  of 
existing  taxes,  debts  and  fixed  charges,  and  by  .setting  a 
premium  upon  business  enterprise  in  the  .shape  of  en¬ 
hanced  profits,  greatly  promote  current  industry.  This 
beneficial  influence  may  be  carried  so  far  as  to  appear  to 
constitute  a  creative  force. 

Turning  to  the  effects  of  contraction,  which  may  take 
place  either  by  absolute  lo.ss  or  by  a  failure  to  keep  up 
with  an  increasing  demand,  there  is  to  be  noted  the  in¬ 
consistency  of  those  economists,  especially  affecting 
orthodoxy,  who  hold  that  inflation  in  a  paper-money 
period  has  the  power  to  produce  almost  unlimited  evils, 
yet  refuse  to  attribute  any  injurious  effects  to  contrac¬ 
tion.  The  author  held  that  a  diminishing  money  supply 
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might  set  in  motion  forces  highly  prejudicial  to  public 
prosperity.  First,  through  cuhaucing  the  burden  of  all 
debts  and  fixed  charges.  That  burden  is,  at  the  best, 
under  the  existing  conditions  of  industrial  society,  a  very 
heavy  one ;  and  it  requires  but  a  small  addition  to  its 
weight  to  sink  the  less  fortunate  and  capable  producers. 
In  the  second  place,  contraction  of  the  currency  produces 
mischief  through  the  effects  which  falling  prices  have 
upon  the  profits  of  business.  Just  as  rising  prices  put  a 
premium  upon  enterprise,  speculation,  and  adventure, 
and  thus  give  a  fillip  to  production,  so  falling  prices  cut 
into  profits,  and  very  soon  cut  to  the  quick.  It  is  a  very 
little  thing  under  a  man’s  arms  which  will  so  increase 
his  margin  of  buoyancy  as  to  keep  him  afloat  for  hours. 
It  is  a  very  little  thing  around  a  man’s  neck  which  will 
overcome  his  margin  of  buoyancy,  slight  at  the  best,  and 
drag  him  to  the  bottom.  The  above  relates  to  the  in¬ 
fluence  of  falling  prices  upon  the  profits  of  individuals ; 
but  the  greatest  evil  they  produce  is  through  their 
tendency  to  protract  “  hard  times  ”  and  to  postpone  the 
revival  of  business.  The  restoration  of  confidence  and 
enterpri.se  m\:st  be  tardier  and  more  difficult  when  the 
general  movement  of  prices  is  downwards  than  when  it 
is  upwards. 

DiscJission. 

Profc.s.sor  Willard  Fisher:  The  question  resolves  it¬ 
self  into  two :  How  do  changes  in  the  volume  of  the  cur¬ 
rency  affect  general  prices?  and  what  is  the  influence  of 
a  rise  or  fall  of  prices  upon  industrial  prosperity  ?  The 
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old  answers  to  both  these  questions  are  still  essentially 
correct.  The  present  wide  use  of  checks,  drafts,  and 
other  money  substitutes,  makes  it  necessary  to  modify 
the  quantity  theory  of  money  from  its  earliest  and  most 
abstract  fonn ;  but  the  theory  still  contains  more  of  truth 
than  of  error.  The  amount  of  the  checks  and  drafts  is 
what  the  mathematicians  call  a  function  of  two  variables. 
It  depends  in  part  upon  the  commercial  confidence  and 
enterprise  which  pervades  society,  but  it  also  depends  in 
a  very  important  measure  upon  the  amounts  of  the 
banks’  cash  reserves,  and  thus  ultimately  upon  the 
amount  of  money  in  circulation.  But  if  the  amount  of 
buying  and  selling,  and  the  demand  for  a  medium  of 
exchange  be  supposed  to  remain  constant,  general  prices 
will  go  up  or  down  according  as  the  total  amount  of  the 
medium  of  exchange  increases  or  decreases ;  and  in  our 
present  society  an  increase  in  the  volume  of  the  currency 
will  cause  a  three-fold  increase  in  the  total  complex 
medium  of  exchange.  It  will  immediately  and  directly 
increase  the  active  cash  circulation ;  it  will  increase  the 
bank  reserves  and  thus  give  a  broader  basis  for  credit 
currency ;  and  it  will  so  stimulate  industrial  enterprise 
and  confidence  as  to  make  a  given  basis  support  a  greater 
structure  of  credit  currency.  And  a  decrease  in  the 
volume  of  the  currency  will  similarly  cause  a  three-fold 
diminution  of  the  total  effective  medium  of  exchange. 
It  is,  therefore,  still  true  that  general  prices  tend  to  go 
up  or  down  with  the  volume  of  the  currency. 

And  the  old  view  that  falling  prices  hinder  prosperity, 
while  rising  prices  stimulate  industrial  activity,  is  also 
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sound  at  bottom.  The  motive  for  modern  industrial  en¬ 
terprises  is  found  in  the  profits  of  the  undertaker.  Yet 
a  fall  of  prices  tends  in  the  clearest  way  to  diminish  ap¬ 
parent  profits,  and  this  would  be  enough  to  hold  back 
some  from  active  and  expansive  undertakings.  But 
many  charges  of  industry  either  are  fixed  or  fall  less 
rapidly  than  the  prices  of  the  finished  products,  and  in 
just  so  far  as  this  is  true,  not  only  apparent  but  also  real 
profits  are  reduced.  If,  then,  the  fall  of  prices  is  due 
not  to  an  absolute  contraction  of  the  volume  of  the  cur¬ 
rency,  but  merely  to  the  failure  of  the  currency  to  in¬ 
crease  as  rapidly  as  the  production  and  exchange  of 
goods,  the  burden  on  industrial  prosperity  is  by  no 
means  so  heavy.  But  it  is  a  burden  nevertheless.  It 
prevents  the  world  from  realizing  the  full  blessing  that 
would  have  come  if  the  improvements  and  increase  in 
production  had  extended  to  money  as  well  as  to  all  other 
goods. 

Professor  E.  A.  Ross :  There  is  a  view  that  denies 
any  connection  between  changes  in  price  and  national 
prosperity.  However  the  currency  behaves,  there  is  as 
much  mineral  wealth,  as  much  good  land,  as  many  barns, 
shops,  factories,  and  machines,  as  much  skill  and  indus¬ 
try  as  before.  That  this  view  is  superficial  is  suggested 
by  the  phenomena  of  an  industrial  crisis,  which  is  sim¬ 
ply  an  acute  form  of  the  malady  of  falling  prices.  Here 
there  is  no  destruction  of  the  instruments  of  production, 
no  failure  of  crops,  no  decline  in  diligence,  yet  there  is 
an  industrial  paralysis ;  we  see  on  every  hand  unused 
land,  unemployed  labor,  silent  mills,  smokeless  chim- 
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neys,  rusting  side-tracks.  This  spectacle  ought  to  sug¬ 
gest  that  there  is  something  more  in  prosperity  than  the 
physical  factors  of  production. 

Now  this  something  I  call  industrial  structure,  and, 
to  my  mind,  the  chief  evil  of  falling  prices  is  the  break¬ 
ing  down  of  this  structure.  Business  enterprises  are 
carried  on  by  great  combinations  of  men  on  a  footing  of 
mutual  understanding  and  trust  based  on  acquaintance, 
experience,  and  habit.  A  downv/ard  movement  of  prices 
keeps  plucking  out  the  keystone  of  the  structure,  the 
leader  or  organizer,  and  compels  the  elements  to  form 
themselves  into  new  combinations.  This,  as  I  shall 
show,  makes  waste. 

The  way  in  which  falling  prices  break  down  indus¬ 
trial  structure  is  as  follows :  In  the  calculations  which 
induce  a  man  to  engage  in  an  enterprise,  it  is  assumed 
that  the  prices  of  the  completed  product  will  remain 
during  the  interval  of  production  at  about  the  figure 
now  prevailing.  But  under  a  regime  of  falling  prices, 
this  calculation  always  fails,  because  during  the  ncce.s- 
sary  period  of  production  prices  decline,  with  the  result 
that  the  proceeds  of  the  product  do  not  avail  to  cover 
costs  and  leave  a  profit  for  the  business  man.  If  he  is 
using  capital  of  his  own,  he  can  stay  in  business  till  it 
is  mostly  swept  away.  If,  as  is  more  likely,  he  is  run¬ 
ning  on  borrowed  capital,  steadily  falling  prices  will 
make  it  impossible  to  live  and  pay  interest  to  the  capi¬ 
talist.  He  will  be  forced  into  bankruptcy  and  the  busi¬ 
ness  terminates. 

The  commercial  death-rate,  therefore,  is  higher  than 
it  should  be  ;  just  as  during  panic  years  there  are  more 
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failures  than  in  ordinary  years,  so  an  era  of  falling 
prices  taken  as  a  whole  shows  a  business  mortality  that 
is  excessive. 

Now,  as  for  every  death  there  must  be  a  birth,  i.e.., 
the  starting  of  an  enterprise  to  set  to  work  the  released 
labor  and  capital,  it  follows  that  falling  prices  increase 
the  number  of  initiations  of  enterprises  needed  to  em¬ 
ploy  the  productive  powers  of  the  community.  This 
swells  unduly  the  total  cost  of  initiating  industrial  con¬ 
cerns,  and  reduces  the  energy  available  for  the  actual 
work  of  production.  In  other  words,  the  sinking  of  the 
price  level,  by  continually  breaking  down  business 
structure,  compels  so  much  outlay  for  rebuilding  as  to 
reduce  the  force  that  can  be  devoted  to  running  the  in¬ 
dustrial  machinery. 

All  these  bankruptcies  and  smash-ups  that  follow  in 
the  wake  of  an  insufficient  currency,  might  be  endured 
if  they  helped  to  bring  the  best  men  to  the  front,  if  they 
were  continually  plucking  leadership  from  the  hands  of 
incompetent  men  and  giving  it  to  the  more  efficient. 
But  they  do  nothing  of  the  sort.  The  man  who  loses 
under  this  regime  is  the  active  business  man ;  the  man 
who  wins  is  the  capitalist,  the  money  lender,  the  man 
who  holds  the  money  claim.  If  the  enterprise  falls  into 
his  hands,  and  his  money  claim  becomes  a  property 
title  he  will  find  that  the  forces  that  formerly  worked  on 
his  side  now  conspire  to  crush  him.  He,  too,  will  learn 
how  difficult  is  the  lot  of  the  man  who  tries  to  make 
profits  out  of  a  productive  enterprise  during  an  era  of 
currency  famine  and  falling  prices. 
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Professor  F.  W.  Taussig :  I  wish  to  touch  on  one  point 
which  I  am  glad  to  see  was  touched  by  all  those  wdio  have 
presented  their  opinions  to-day,  and  that  is  the  question 
as  to  the  effect  of  a  regime  of  falling  prices  upon  the  busi¬ 
ness  man.  I  can  present  what  I  have  to  say  upon  that 
subject  by  distinguishing  between  two  sorts  of  cases.  In 
the  first  place,  let  ns  consider  the  case  of  the  simple  and 
uncomplicated  fall  of  prices,  which  brings  with  it  also  a 
fall  in  general  money  incomes.  Snpp>ose  the  quantity 
of  goods  to  be  sold  is  the  same,  the  output  of  society 
being  stationary.  There  is,  then,  under  a  regime  of  fall¬ 
ing  prices,  also  a  decline  in  total  money  incomes,  and  in 
the  average  income  of  the  business  man.  Let  us  sup¬ 
pose,  secondly,  a  case  in  which,  with  a  regime  of  falling 
prices,  there  is  an  increase  in  the  total  quantity  of  com¬ 
modities  put  upon  the  market,  and,  with  that  increase 
of  the  total  quantity  of  commodities  put  upon  the  market, 
a  diminution  in  the  money  income  which  is  not  in  cor¬ 
respondence  with  the  fall  in  prices,  or,  indeed,  conceiv¬ 
ably,  no  diminution  in  the  gross  money  income  at  all. 
It  is  quite  conceivable  that  with  the  regime  of  falling 
prices  in  commodities,  the  total  quantity  of  commodities 
put  upon  the  market  by  those  engaged  in  production 
shall  so  increase  that  the  total  money  income  of  the 
bnsiness  man,  and  consequently  of  those  whose  total  in¬ 
comes  are  derived  from  his,  will  not  fall,  but  rise. 

The  second  has  been  the  actual  experience  of  the 
world  in  the  last  twenty  years.  Can  there  be  any  doubt 
that  with  the  regime  of  general  falling  prices  of  commod¬ 
ities  which  we  have  had  during  the  last  twenty  years. 
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there  has  also  been  an  increase  in  the  quantity  of  com¬ 
modities  put  upon  the  market  and  sold,  such  as  to  out¬ 
weigh  the  falling  prices  and  bring  a  general  increase  in 
the  total  money  incomes  ?  What  has  been  the  situation 
of  the  average  business  man  ?  Has  he  encountered  fall¬ 
ing  money  incomes  with  the  falling  prices  of  the  com¬ 
modities  that  he  has  had  to  sell,  or  has  he  produced  and 
sold  so  many  more  commodities  that  his  money  income 
has  probably  on  the  average  increased  ?  I  think  there 
can  be  no  doubt  that  the  second  is  the  phenomenon 
which  has  taken  place  during  the  last  twenty  years. 

What  is  the  bearing  of  this  upon  the  question  as  to 
the  effect  of  falling  prices  upon  the  elasticity  of  the  busi¬ 
ness  man  ?  We  may  grant  that  under  a  regime  not  only 
of  falling  money  prices,  but  of  falling  money  incomes  as 
well — of  falling  money  prices  with  a  stationary  quantity 
of  commodities  put  upon  the  market — the  situation 
would  be  unfavorable  to  the  activity  and  enterprise  of 
the  business  man.  This  was  the  state  of  things  during 
the  years  immediately  following  the  civil  war.  But  we 
know  that  during  the  last  fifteen  years  the  average  money 
income  of  the  business  men  and  of  those  well-to-do  classes 
whose  incomes  are  comparable  to  those  of  the  business 
man,  and  not  only  of  those,  but  of  many  of  the  income  of 
the  laborer  as  well,  has  not  fallen,  but  risen.  What  is 
the  situation  of  the  business  man?  It  is  true  he  finds 


the  price  of  commodities  falling,  but  at  the  same  time 
he  finds  his  money  income  not  diminishing.  Is  he  dis¬ 
turbed  ?  Does  he  find  difficulty  in  meeting  his  debts  ? 
Whether  or  not  this  state  of  things  confonns  to  the 
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ideal  of  justice  between  debtor  and  creditor,  I  will  not 
pause  to  inquire.  The  point  to  which  I  wish  to  draw 
your  attention  is  that  the  case  is  not  the  simple  case  of 
falling  prices  and  falling  incomes ;  it  has  been  the  com¬ 
plicated  case  of  falling  money  prices  with  rising  money 
incomes. 

Further,  what  has  been  the  proximate  cause  of  the 
falling  money  prices  ?  That  proximate  cause  has  been 
the  increase  in  the  quantity  of  commodities  put  upon 
the  market  by  the  business  man  under  the  stimulus  of 
increased  invention,  increased  progre.ss,  and  improve¬ 
ment  in  the  arts  of  production.  That  has  been  the  di¬ 
rect,  immediate  cau.se  of  falling  prices,  and  that  has 
caused  the  volume  of  commodities  to  be  increa.sed  faster 
than  the  volume  of  the  circulating  medium.  Is  the 
tendency  to  declining  prices,  taking  place  in  this  way, — 
a  fall  in  prices,  with  a  rise  in  money  receipts  and  in 
available  income, — is  that  likely  to  bring  about  a  clog 
upon  industry  ? 

Professor  E.  W.  Bemis  :  If  the  creditor  finds  that  his 
thousand  dollars  will  buy  one-third  more  commodities, 
he  has  gained  one-third  by  the  progre.ss  in  the  arts.  If 
the  debtor  finds  that  his  wages  have  not  risen  and  that 
it  takes  the  same  exertion  to  pay  his  debt  that  it  for¬ 
merly  did,  he  has  remained  stationary’,  while  the  credi¬ 
tor  has  gained.  Therefore,  relatively,  the  debtor  has  lost. 
The  president  of  our  association,  w’ho  writes  conserva¬ 
tively  on  this  question,  admits  in  the  September,  1895, 
Political  Science  Quarterly,  that  the  hours  of  labor  re¬ 
maining  the  same — and  the  reduction  does  not  aver.ige 
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five  per  cent,  since  1873 — wages  in  money  per  day 
should  rise  at  least  as  much  as  does  the  amount  of  goods 
a  dollar  will  purchase.  Now  a  dollar  will  purchase  from 
60  to  70  per  cent,  more  of  goods  in  general  than  -would 
the  gold  dollar  iu  1873,  while  during  that  time  wages 
in  gold  have  not  risen  any  in  England,  and  very  little  in 
this  country,  if  we  consider  the  recent  reduction  in 
wages  and  in  the  number  employed.  It  is  very  doubt¬ 
ful,  also,  whether  the  well-known  Aldrich  investigation 
covered  a  wide  enough  range  of  workers  to  establish  its 
conclusions  relative  to  the  ri.se  prior  to  1892. 

'  Combining  the  statistics  and  estimates  of  Sauerbeck 
in  the  Publications  of  the  Royal  Statistical  Society  for 
June,  1893,  March,  1895,  it  appears,  that  of  the 
/*233,500,cxx)  of  gold  that  was  mined  in  the  world  in 
the  nine  years  ending  Jan.  i,  1895,  fully  ;^I2,0C)0,C)00  a 
year  or  ;^io8,ooo,ooo  in  all  was  used  iu  the  arts.  Soet- 
beer,  Suess,  and  Andrews  consider  this  too  low  an  esti¬ 
mate.  The  amount  that  went  into  the  Russian  and 
Austriati  war  chests,  or  into  the  banks  of  tho.se  countries 
in  preparation  for  the  resumption  of  specie  payments 
was  ;^89, 000,000 ;  there  was  absorbed  in  the  Orient, 
South  America  and  Africa,  ;^2 1,000,000  and  there  was 
added  to  the  Rank  of  France  in  1893  and  1894  £1^1- 
500,000.  Only  /"i, 000,000  was  left  to  increa.se  the  net 
gold  money  of  North  America,  Great  Britain,  Germany, 
Norway,  Sweden,  Belgium,  Holland,  Switzerland,  Den¬ 
mark,  and  many  other  countric.s.  Over  $122,000,000  of 
the  gold  output  of  1895,  has  been  absorbed  by  Russia 
aud  Austria.  The  arts  have  taken  nearly  if  not  quite 
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all  the  remaining  $80,000,000.  This  seems  to  account 
fully  for  the  rise  in  the  value  of  gold  since  1873. 

General  A.  J.  Warner :  I  must  take  exception  to  the 
suggestion  that,  if  products  increase  so  as  to  give  the 
same  income  in  money  to  the  producer,  then  there  is  no 
injustice  done.  In  the  first  place,  it  is  manifestly  im¬ 
possible  in  a  large  class  of  our  industries,  as  for  instance, 
the  entire  agricultural  industry,  to  so  increase  produc¬ 
tion  as  to  give  the  farmer  anything  like  the  same  income 
that  he  had  before  the  fall  in  prices ;  and  the  fact  is  that 
the  fanning  class  as  a  whole  must  accept  from  one  to 
two  thousand  millions  a  year  less  for  their  labor  and 
their  products  than  they  received  ten  or  fifteen  years 
ago.  The  increase  in  production  has  been  mainly 
limited  to  those  industries  where,  by  improved  methods 
of  production,  new  machinery,  etc.,  it  has  been  possible 
to  increase  products  rapidly  enough  to  give  to  capital  .so 
invested  about  the  same  income  that  it  received  before 
the  fall  in  prices.  But  even  in  such  cases,  monopoly, 
controlling  production  and  prices,  has  had  much  to  do 
with  results. 

Again,  while  wages  have  been  kept  up  in  certain  lines 
of  industry  by  labor  combinations,  earnings,  which  are 
the  product  of  wages  multiplied  by  time,  have  not  been 
kept  up ;  and  especially  have  the  earnings  of  the  entire 
agricultural  cla.ss  not  been  kept  up.  But  suppose  it 
were  possible,  in  all  lines  of  industry,  to  so  increase  pro¬ 
ducts,  in  periods  of  falling  prices,  that  the  same  income 
would  be  derived,  where  would  equity  lie  then  ?  Who 
would  be  entitled  to  this  gain  in  production,  the  living 
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or  the  dead  ?  Must  the  producer  surrender  all  the  ad- 
vantag-es  gained  by  his  exertion,  his  skill,  by  improved 
methods,  the  result  of  his  inventions  and  his  labor,  and 
be  content  to  receive  only  the  same  income  as  before, 
while  the  dead  hand  reaching  from  the  grave  takes  all 
that  is  gained  ? 

The  proposition  advanced  by  the  distinguished  pro¬ 
fessor  (Prof.  Taussig)  as  I  understand  it,  is  that  if  only 
production  is  kept  up,  even  though  invested  capital  gets 
all  the  increase,  there  is  no  serious  loss  to  the  nation. 
But  why,  I  ask,  should  not  the  supply  of  money  be 
allowed  to  increase  fari  fassu  with  products,  in  order 
that  prices  may  remain  stable  and  the  relation  between 
those  who  produce  and  those  who  consume  be  kept  as 
nearly  the  .same  as  possible  ? 

Professor  Willard  Fisher ;  It  is  true  that  the  improve¬ 
ments  in  productive  proce.sses  have  enabled  some  under¬ 
takers  to  stand  the  fall  of  prices ;  and  undertakers  who 
have  endured,  have  greater  average  incomes  than  they 
had  before.  But  in  making  up  our  averages  we  take  no 
account  of  the  undertakers  who  have  gone  to  the  wall. 
Again,  perhaps  those  laborers  w’ho  get  steady  employ¬ 
ment,  receive  higher  gold  wages  than  they  ever  did  be¬ 
fore  ;  but  there  are  a  larger  number  of  people  out  of 
employment  year  by  year,  than  there  were  before  1874-5, 
and  in  computing  wages  we  take  no  account  of  these  un¬ 
fortunates.  Furthermore,  labor  organizations  are  more 
thorough  than  they  were  a  decade  or  two  ago,  and  a 
considerable  part  of  the  rise  of  wages,  where  rise  of 
wages  can  be  made  oixt,  is  due  to  the  higher  organiza- 
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tion  of  labor,  which  enables  the  men  to  make  a  stouter 
stand  against  employers. 

There  is  another  consideration.  Labor  is  more  skill¬ 
ful  year  by  year,  certainly  decade  by  decade,  than  it  used 
to  be.  Therefore,  eight  hours  is  a  more  valuable  thing 
and  ought  to  receive  higher  gold  wages. 

Professor  H.  H.  Powers  :  I  have  a  word  to  say  about 
the  question  of  justice.  Most  speakers  in  this  discussion 
have  implied  that  somebody  has  a  perfectly  obvious 
claim  to  all  the  wealth  that  is  procluced.  But  under  a 
regime  of  industrial  progress  a  surplus  is  continually 
created  which  no  individual  can  claim,  because  no  indi¬ 
vidual  created  it.  If  the  debtor  pays  his  debts  with  less 
effort  that!  before,  or  if  the  creditor  gets  more  than  his 
bond  calls  for,  either  has  gained  something  to  which  he 
has  no  obvious  claim.  That  something  belongs  to 
society.  What  disposition  of  it  is  obviously  just  ?  There 
is  none  that  is  obviously  just.  We  can  do  with  it  what 
we  please.  Now,  as  Professor  Taussig  has  said,  the  con¬ 
tinual  creation  of  this  surplus  has  offset  the  mischief 
which  otherwise  must  have  happened.  Does  that  alter 
the  principle  that  rising  or  falling  prices  work  mischief? 
Granting  that  entrepreneurs  have  not  been  discouraged 
as  a  net  result  of  all  that  has  happened.  Would  they 
not  have  been  more  encouraged  if  .something  else  had 
happened,  if  this  surplus  that  does  not  belong  to  any¬ 
body  had  been  distributed  in  .some  other  way  ?  Shall 
society,  by  its  manipulation  of  the  currency,  dispose  of 
this  iinclaimed  surplus  in  a  way  to  encourage  the  active 
or  the  passive  parties  engaged  in  industry  ?  Beyond  a 
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doubt,  in  a  general  way,  the  creditor  class  is  relatively  a 
passive,  and  the  debtor  class  relatively  an  active  class. 
I  am  not  entirely  certain  that  all  should  go  to  the  active 
class,  but  on  the  whole  does  there  not  seem  to  be  a  bal¬ 
ance  of  advantage  in  favor  of  such  a  disposition  ?  I  am 
not  satisfied  with  the  fact  that  as  a  net  result  of  all  our 
progress,  the  entrepreneur  has  not  suffered  from  a  net 
balance  of  discouragement. 

Profe.ssor  W.  A.  Scott :  I  feel  very  sure  that  Presi¬ 
dent  Walker  has  not  understood  the  state  of  mind  of 
those  persons  who  feel  that  the  quantity  theor}'  is  not  an 
adequate  explanation  of  the  value  of  money.  I  belong 
to  that  cla.ss,  and  President  Walker  has  not  helped  my 
case.  I  know'  that  there  is  a  close  relation  between  the 
quantity  of  money  and  prices,  but  I  am  not  at  all  sure 
that  the  causal  relation  is  correctly  stated  by  President 
Walker.  Indeed,  I  am  quite  inclined  to  the  belief  that 
the  causal  relation  is  the  other  way  about ;  in  other 
words,  that  the  quantity  of  money  in  circulation  is  regu¬ 
lated  by  prices  and  not  vice  versa.  The  statement  that 
the  quantity  theory  is  but  the  application  to  money  of 
the  old  formula  of  demand  and  supply  is  true,  but  does 
not  help  the  matter  at  all,  for  the  formula  of  demand 
and  supply  does  not  explain.  It  simply  restates  the 
problem. 
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A  Symposium.  —  The  Praticabiuty  and  Desira¬ 
bility  FOR  THE  Commercial  World  of  a 
Double  Standard  of  Currency. 

PAPERS  BY  GENERAL  A.  J.  WARNER,  PRESIDENT  OF  THE  AMERICAN  BIMETALLIC 
LEAGUE,  AND  PROFESSOR  F.  W.  TAUSSIG,  HARVARD  UNIVERSITY. 

General  "Warner :  In  a  metallic  system  the  real  stand¬ 
ard  of  value  is  the  metal  adopted  as  money  ;  not  a  piece 
of  it,  but  the  ma.ss  of  the  whole.  The  value  of  a  single 
unit  of  such  money  depends  not  on  its  color,  nor  on  the 
fact  that  the  metal  is  malleable  or  ductile,  but  on  the 
number  of  pieces,  of  given  weight,  that  can  be  made  of 
it,  or  of  so  much  of  it  as  is  appropriated  to  monetary  use. 

The  so-called  “  double  standard  ”  is  the  use  of  two 
metals  as  money  instead  of  one.  In  that  case  the  mass 
of  the  two  metals  constitutes  the  standard,  and  the  value 
of  a  single  unit  of  money  depends  upon  the  number  of 
pieces,  of  given  weight  for  each  metal,  that  can  be  made 
of  the  mass  of  the  whole,  or  of  so  much  of  the  whole  as  is 
appropriated  to  coinage,  or  use  as  money.  It  is  not 
truly  a  “  double  standard,”  bnt  a  standard  composed  of 
two  metals  instead  of  one.  The  real  question  then,  is  : 
Is  it  better  to  make  the  standard  of  value  of  the  mass  of 
the  two  metals,  or  of  gold  alone  ;  or  in  the  language  of 
Jefferson,  rest  the  unit  of  money  on  one  metal  or  both  ? 
Or  should  the  supply  of  money  for  the  world  be  restrict¬ 
ed  to  the  yield  of  the  gold  mines,  after  deducting  the  re¬ 
quirements  for  the  arts,  or  be  limited  only  by  the  pro¬ 
duction  of  both  gold  and  silver,  after  the  demand  upon 
each  for  other  uses  has  been  supplied  ?  P‘'or,  in  the  end, 
the  question  is  largely  one  of  money  supply. 
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The  fact  will  hardly  be  questioned  from  a  scientific 
standpoint,  that,  prior  to  1873,  prices  throughout  the 
world  were  determined,  not  by  one  metal  but  by  both  ; 
for  both  metals,  then  being  admitted  freely  to  coinage  in 
countries  enough  to  secure  substantial  parity  on  a  ratio 
of  I  of  gold  to  15*^  of  silver,  the  effect  on  prices,  or  in 
determining  price  levels,  was  the  same  as  if  instead  of 
any  silver,  the  stock  of  gold  devoted  to  money  uses  had 
been  increased  by  as  much  gold  as  would  equal  the 
weight  of  the  silver  in  use,  divided  by  15^,  or,  as  if  in¬ 
stead  of  any  gold,  the  stock  of  silver  had  been  increased 
by  1534  times  the  weight  of  gold  then  in  use  as  money ; 
or  if  instead  of  the  metals  being  coined  separately  they 
had  been  fused  together  and  coined  as  a  compound 
metal,  one  part  gold  and  15^  parts  silver.  In  other 
words  it  was  the  mass  of  the  two  metals  and  not  one 
alone,  that  then  determined  the  world’s  prices. 

This  was  substantially  the  monetary'  condition  of  the 
world  prior  to  1873.  It  made  no  difference  whether  one 
country  had  more  of  one  metal  and  another  less ;  it  was 
always  the  two  acting  together  that  determined  price 
levels.  Nor  was  this  condition  changed  by  a  premium 
on  either  of  the  metals  in  local  markets.  In  that  case 
the  variations,  in  whichever  metal  it  was  made  mani¬ 
fest,  was  dne  to  a  special  demand  for  that  metal  at  that 
time  and  place,  and  did  not  affect  prices  more  than  they 
are  affected  now  by  variations  in  the  price  of  exchange. 
In  fact,  the  apparent  variation  in  the  ratio  was  nothing 
else  than  a  matter  of  e.xchange,  and  was  no  greater  at 
any  time  than  are  variations  now  in  gold  between  New 
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York  and  London,  as  indicated  by  the  variations  in  the 
price  of  gold  exchange.  There  never  was  a  time  in 
France,  from  1803  to  1873,  notwithstanding  wide  varia¬ 
tions  in  the  production  of  the  metals,  when  the  price  of 
any  commodity  was  not  the  same  in  either  metal,  and 
this  is  the  truest  test,  for  it  is  only  when  units  of  money 
maintain  substantially  stable  relation  to  nnits  of  pro¬ 
ducts  that  prices  are  kept  normal  and  equity  is  secured. 

As  there  never  was  a  time  since  gold  and  silver  came 
into  nse  as  money  when  the  demand  for  money  was  not 
the  dominant  demand,  it  follows  that  there  never  was  a 
time  when  there  was  a  “  commercial  ratio  ”  indcpeiid- 
ently  of,  or  separable  from  the  money  ratio. 

The  Force  of  Law. 

Whether  one  or  both  metals  shall  be  admitted  to  nse 
as  money  is  a  matter  of  law,  and  hence  the  demand  for 
them  for  money  is  a  demand  created  by  law,  whether 
statutory  or  derived  from  custom. 

If  both  metals  can  by  law  be  endowed  alike  with  the 
money  function,  so  that  either  can  be  substituted  for  the 
other  in  all  money  transactions,  the  coining  ratio  at  once 
becomes  the  commercial  ratio.  It  is  the  money  ratio, 
under  conditions  of  free  coinage,  that  makes  the  com¬ 
mercial  ratio,  and  not  the  commercial  ratio  that  deter¬ 
mines  the  money  ratio ;  hence  there  is  no  insurmount¬ 
able  difficulty  in  the  way  of  having  a  money  standard 
of  two  metals,  leaving  the  supply  to  depend  on  the  .same 
general  law  that  would  govern  the  supply  of  one,  if  one 
alone  were  used.  Indeed,  the  experience  of  ages  in  the 
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use  of  botli  metals  as  standard  money  ought  to  be  enough 
to  settle  that  question  as  a  practical  one.  The  question, 
then,  of  the  desirability  of  a  standard  composed  of  two 
metals,  becomes  largely  one  of  money  supply,  and  the 
question  of  money  supply  is  a  question  of  prices. 

It  is  a  question  of  money  enough  to  maintain  fairly 
stable  prices  in  the  world.  To  do  this  the  proportion 
between  money  and  commodities  must  be  made  as  con¬ 
stant  as  possible.  Locke  long  ago  wrote  :  “  The  value 
of  money,  in  general,  is  the  quantity  of  all  the  money  in 
the  world  in  proportion  to  all  the  trade.”  The  prices  of 
particular  things,  of  course,  depend  upon  the  supply  of, 
and  the  demand  for  such  things,  money  remaining  con¬ 
stant  ;  but  general  prices  depend  upon  the  proportion 
of  money  to  commodities,  or  more  precisely,  perhaps, 
upon  the  proportion  of  money  to  debts  to  be  paid  and 
things  to  be  bought  and  sold . The  de¬ 

monetization  of  silver  greatly  reduced  the  supply  of 
money,  while  population  went  on  increasing.  Before 
1872,  less  than  50,000,000  of  people  were  under  the 
single  gold  standard,  while  now  more  than  350,000,000 
have  made  gold  alone  their  standard.  This  has  neces¬ 
sarily  enormously  increased  the  value  of  gold,  not  only 
as  compared  with  silver,  but  as  compared  with  commod¬ 
ities  generally. 

A  question  of  vital  importance  in  this  connection,  is 
whether  the  whole  world  is  finally  to  come  to  a  gold 
basis,  or  whether  it  is  to  remain  divided  always,  as  now, 
three  or  four  hundred  millions  under  the  gold  standard 
and  eight  or  nine  hundred  millions  to  remain  on  the 
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single  silver  standard  ?  If  not,  then  over  how  much  of 
the  world  is  it  proposed  to  extend  the  single  gold  stand¬ 
ard  ?  If  a  common  standard  is  not  important  for  the 
whole  world,  why  is  it  so  important  for  a  part  of  the 
world  ?  And  just  how  much  of  the  world  is  it  neces¬ 
sary  or  best  to  unite  under  one  standard  ?  IVIay  it  not 
be  a  question,  in  that  case,  just  where  the  interests  of 
the  United  States  may  lie? 

One  thing  is  certain,  if  a  common  standard  is  ever  to 
be  established  for  all  countries  it  must  be  the  bimetallic 
standard  and  not  the  single  standard  of  either  metal. 

. The  president  in  his  recent  message  said, 

“  There  is  a  vast  difference  between  a  standard  of  value 
and  a  currency  for  monetary  use.  The  standard  must 
necessarily  be  fixed  and  certain.”  A  “  fixed  and  cer¬ 
tain  ”  standard  of  value  is,  of  course,  as  impossible  as 
perpetual  motion.  Nor  is  it  possible  to  have  a  standard 
of  value  that  is  unaffected  by  other  forms  of  currency. 
Not  only  is  the  value  of  gold  affected  by  an  increase  or 
decrease  in  the  quantity  of  gold,  needs  for  it  remaining 
the  same,  but  the  value  of  gold  is  affected  by  a  general 
increase  or  decrease  in  the  currency  that  supplements 
gold.  The  withdrawal  of  greenbacks  and  the  notes  of 
1890,  as  now  proposed,  if  their  place  be  not  immediately 
filled  by  new  currency  in  some  form,  would  compel  a  re¬ 
distribution  of  the  world’s  gold  in  order  to  secure  to  us 
our  distributive  share  of  the  world’s  money,  and  tins 

would  affect  the  value  of  gold  the  world  over . 

.  .  .  Inasmuch  as  standard  money  determines  the 

volume  of  other  currency  that  can  be  kept  at  par  with 


Desirability  of  a  Double  Standard  of  Currency.  79 

it,  and  the  volume  of  all  the  currency,  the  volume  of 
bank  credits  that  can  be  safely  maintained,  it  follows 
that  the  all  important  part  of  the  whole  is  that  part  in 
which  all  other  forms  of  currency  are  redeemable,  and 
as  the  volume  of  currency  and  bank  credits  depend  upon 
the  proportion  they  bear  to  primary  money,  so  prices 
ultimately  rest  back  upon  and  are  determined  by  the 
supply  of  standard  money  ;  and  hence  the  importance  of 
having  the  metallic  part  of  the  currency  increase  with 
the  increase  of  population  and  wealth.  Consequently 
the  fact  that  other  forms  of  currency  and  credit  so 
largely  supplement  the  metals  does  not  lessen  the  im¬ 
portance  of  a  full  supply  of  the  metals.  On  the  other 
hand  it  is  necessary  to  the  stability  of  prices  that  other 
forms  of  currency  should  continue  to  supplement  me¬ 
tallic  money. 

Professor  Taussig :  There  are  unquestionably  evils 
arising  from  the  present  relation  between  gold  and  silver, 
and  from  what  is  called  the  demonetization  of  silver. 
Three  evils  are  commonly  mentioned.  Of  these,  two 
are  real ;  the  third,  which  if  real  would  be  the  most 
serious,  in  fact  is  much  less  substantial  than  is  com¬ 
monly  alleged.  Of  the  two  real  evils,  the  first  is  the 
disturbance  in  the  exchanges  between  gold  using  and 
silver  using  countries.  This  causes  fluctuations  and  un- 
cartainties,  and  introduces  an  additional  element  of  risk 
into  foreign  trade. 

The  second  real  evil  is  the  top-heavy  condition  of  the 
legal  tender  silver  currency  of  some  of  the  great  civilized 
countries,  more  particularly  Germany,  France  and  the 
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United  States.  The  silver  currency  of  these  countries 
is  practically  a  fiduciary  currency,  essentially  like  a 
paper  currency,  except  that  there  is  a  limit  to  its  pos¬ 
sible  depreciation.  The  existence  of  such  a  currency, 
especially  in  the  proportions  which  it  has  assumed  in 
the  United  States,  is  a  real  evil. 

The  third  evil  commonly  stated  is  the  fall  in  prices 
which  has  taken  place  in  the  last  twenty  years.  What¬ 
ever  may  be  the  causal  relation  between  the  decline  in 
prices  and  a  scarcity  of  gold,  the  fact  of  a  general  fall  in 
prices,  and  of  an  appreciation  of  gold  in  that  sense,  can 
hardly  be  denied.  But  with  the  general  fall  in  prices, 
there  has  taken  place  almost  universally  a  rise  in  money 
incomes  ;  or  at  all  events  money  incomes  have  not  fallen. 
This  double  movement  of  falling  prices  and  rising  in¬ 
comes,  means  an  increase  in  material  prosperity,  and  is 
a  cause  for  congratulation,  not  for  regret.  It  means  that 
the  burden  of  debts  has  not  become  heavier,  and  it  means 
that  no  depressing  influence  has  been  exercised  upon  in¬ 
dustry’  and  trade  from  the  downward  pressure  of  prices. 

As  to  the  two  real  evils  mentioned,  the  question  arises 
whether  they  can  be  and  ought  to  be  cured  by  a  system 
of  international  bimetallism.  It  may  be  granted  that 
the  free  coinage  of  silver  and  gold  at  a  common  ratio  by 
the  four  great  civilized  countries  (the  United  States, 
France,  Germany,  and  Great  Britain  with  British  India) 
would  probably  bring  about  the  desired  result :  namely, 
a  rise  in  the  market  price  of  silver  to  such  a  point  that 
the  intrinsic  value  of  silver  coins  w’ould  not  be  less  than 
their  coinage  value.  This  is  not  entirely  certain,  but  it 
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is  probable.  An  agreement  for  this  purpose,  however, 
would  be  inevitably  frail.  A  long  series  of  abortive 
efforts  .shows  how  difficult,  if  not  entirely  impracticable, 
it  is  to  frame  it.  Even  if  framed,  jealousies  between 
states,  commercial  rivalries,  and  political  friction  would 
make  it  difficult  to  maintain.  Its  disruption  again 
would  bring  back  the  old  state  of  affairs,  with  new  fluc¬ 
tuations  and  new  nncertaintie.s. 

Considering  all  the  circumstances,  the  sound  policy 
now  to  be  followed  in  regard  to  the  international  use  of 
gold  and  silver  is  a  waiting  policy.  Let  it  be  seen  what 
will  be  the  future  production  of  silver  and  in  what  man¬ 
ner  the  output  will  be  affected  by  the  present  price.  On 
the  other  hand,  let  it  be  seen  wdiat  may  be  the  future 
prorluction  of  gold,  and  whether  this  will  not  suffice  (it 
may  more  than  suffice)  for  meeting  the  monetary  wants 
of  the  civilized  world.  Of  the  two  real  evils  in  the 
pre.sent  situation,  that  arising  from  the  dislocation  of 
foreign  exchanges  belongs  to  the  period  of  transition  and 
may  be  expected  to  disappear  or  to  be  greatly  mitigated 
as  trade  accommodates  itself  to  the  new  conditions.  The 
top-heavy  condition  of  the  silver  currency  of  the  civil¬ 
ized  communities  can  be  remedied  by  resting  it  more 
substantially  on  a  gold  basis,  and,  in  time,  by  reducing 
its  volume  and  giving  it  the  character  of  subsidary 
money.  The  only  possible  sound  policy  for  the  civilized 
countries  of  the  West  now  is  to  adopt  and  maintain  the 
gold  standard.  There  are  no  indications  that  there  is 
any  deficiency  of  gold  for  this  purpose.  In  the  United 
States,  more  particularly,  it  is  the  will  rather  than  the 
way  which  is  not  clear. 

6 
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Discussion. 

Professor  W.  A.  Scott :  I  am  not  going  to  give  you 
the  little  speech  I  had  prepared  for  this  occasion.  Much 
that  I  had  thought  to  say  has  been  better  said  than  I  can 
possibly  say  it,  and  I  can  see  no  object  whatever  in  re¬ 
peating  it.  I  can  subscribe  very  heartily  to  the  conclu¬ 
sions  to  which  Professor  Taussig  has  come  in  his  paper, 
and  I  shall  very  briefly  refer  to  a  point  which  has,  so  far, 
been  neglected. 

During  this  morning’s  discussion  it  seems  to  have  been 
frequently  assumed  that  the  e.xistcnce  of  evils  due  to  fall¬ 
ing  prices  constitutes  a  reason  for  monetary  reforms.  In 
my  opinion  this  is  a  false  assumption.  We  do  not  need  a 
rise  in  price  in  each  and  every  commodity.  In  the  inter¬ 
ests  of  debtors  all  that  is  needed  is  a  rise  in  the  prices  of 
the  particular  commodities  which  have  experienced  a  fall 
and  by  the  sale  of  which  debtors  must  secure  the  means 
for  meeting  their  obligations.  Justice  to  the  mortgaged 
farmer,  for  instance,  demands  that  the  prices  of  the  .sta¬ 
ples  of  agriculture  should  be  raised  to  the  point  from 
which  they  had  fallen  since  he  contracted  his  mortgage. 
The  entrepreneur  who  finds  himself  unable  to  meet 
his  obligations  on  account  of  a  fall  in  the  price  of  a  pro¬ 
duct  of  his  factory  wants  the.se  prices  raised  to  the  point 
from  which  they  have  fallen.  But  the  products  of  the 
farm  and  of  the  factory  have  not  experienced  in  the 
same  degree  a  fall  in  prices  and  some  have  not  experi¬ 
enced  any  fall.  Now  if  we  should  lower  the  value  of 
our  money  unit  by  manipulations  of  our  currency,  we 
should  raise  the  prices  of  all  commodities,  regardless  of 
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whether  they  had  fallen  or  risen  or  remained  eonstant, 
and  we  should  raise  all  to  the  same  extent  regardless  of 
whether  or  not  they  had  fallen  to  the  same  extent.  This 
wonld  amount  to  the  inflietion  of  wrong  upon  some  cred¬ 
itors  in  order  to  do  good  to  some  debtors,  a  proceeding 
which,  to  my  mind,  smacks  of  bad  statesmanship.  I 
fear  that  the  habit  into  which  we  have  fallen  of  using 
in  onr  monetary  discussions  that  good-sounding  but  al¬ 
most  meaningless  phra.se,  “  the  general  level  of  prices,” 
is  largely  responsible  for  the  nnfortnnate  belief  that  an 
instrumentality  which  is  capable  only  of  raising  the 
prices  of  all  commodities  at  the  same  time  is  fit  for  the 
work  of  remedying  the  evils  due  to  a  fall  in  the  prices 
in  certain  classes  of  commodities. 

In  my  opinion  the  only  ground  upon  which  a  radical 
demand  for  radical  monetary'  refonns  can  be  based  is  the 
demonstration  that  radical  changes  in  recent  years  in  the 
relations  between  the  demand  and  the  supply  of  gold 
have  been  a  cause  of  the  fall  in  prices.  Such  a  demon¬ 
stration  I  believe  to  be  impossible  in  the  present  state  of 
onr  knowledge  of  the  causes  of  price  changes.  So  far 
as  the  fall  in  prices  has  been  due  to  causes  operating  pri¬ 
marily  upon  commodities  it  does  not  constitute  a  valid 
reason  for  monetary  reform. 

Professor  H.  W.  Farnani :  In  order  to  maintain  a  so- 
called  double  standard  it  is  necessary  that  the  govern¬ 
ment  .should  be  able  to  control  the  relative  value  of  the 
precious  metals.  Of  many  plans  that  have  been  pro¬ 
posed  to  bring  this  about,  two  have  been  tried  and  may 
therefore  be  tested  by  experience. 
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One  is  what  is  coinnionly  called  bimetallism,  a 
system  which  allows  the  free  coinage  of  both  gold  and 
silver  at  the  mints,  and  makes  both  an  nnliniitcd  legal 
tender.  The  other  is  a  system  which  provides  for  the 
purchase  by  the  government,  of  the  metal  which  is  fall¬ 
ing  in  value,  relatively  to  the  other.  Bimetallism  has 
been  tried  by  a  great  many  countries  of  the  world,  in¬ 
cluding  the  United  States,  down  to  1873,  and  France 
down  to  1876.  It  is  claimed  by  bimetallists  that  the 
French  policy  was  entirely  successful.  However  that 
may  be,  it  is  certainly  true  that  the  relative  value  of 
gold  and  silver,  though  not  perfectly  constant,  was  sub¬ 
ject  to  comparatively  slight  flncttiations  from  1803  to 

1873- 

The  plan  of  government  purchases  was  tried  in  the 
United  States  for  about  15  years,  first  under  the  opera¬ 
tion  of  the  Bland  Act,  then  under  the  Sherman  Act. 
This  plan  failed  completely.  Silver  fell  steadily  in 
value  during  the  entire  period,  the  fall  in  the  London 
market  averaging  about  a  penny  a  year.  Both  plans 
were  alike  in  that  they  brought  the  same  economic  force 
into  operation,  viz.,  an  enhanced  demand  for  the  depre¬ 
ciated  metal.  If,  then,  one  succeeded  and  the  other 
failed,  the  reason  must  be,  either  that  the  force  was  not 
applied  as  powerfully  in  the  second  case  as  in  the  first, 
or  that  the  force  to  be  overcome  was  greater.  In  order 
fairly  to  compare  the  French  experience  with  our  own 
we  must  take  the  20  years  of  silver  depreciation,  1821  to 
1840,  for  during  the  period  of  gold  depreciation  follow¬ 
ing  1849,  F'rench  demand  was  reinforced  by  that  of 
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England  and  the  United  States.  If  then  we  compare 
these  20  years  with  the  period  1878  to  1893,  shall 
find  that  the  demand  exerted  by  the  United  States  in 
the  second  period  was  much  greater  than  that  exerted 
by  I'rance  in  the  first.  During  the  three  years  of  the 
Sherman  Act  it  was  nearly  three  times  as  great,  and  the 
monetary  demand  of  the  world  at  large  was  also  steadily 
growing.  If,  then,  the  demand  was  greater  than  in  the 
former  case,  its  failure  to  keep  np  the  price  mnst  have 
been  dne  to  the  sitperior  strength  of  the  opposing  condi¬ 
tions,  i.  c.,  to  the  increased  supply  and  the  lowered  cost 
of  production.  This  is  the  fact.  The  output  increased 
fourfold  in  about  30  years.  But  this  in  itself  is  not  so 
important  a  factor  as  the  potential  supply  at  a  low  cost 
of  production.  No  one  knows  how  great  this  is,  but  the 
fact  that  mine  owners  were  quite  willing  to  meet  the  in¬ 
creased  demand  created  by  the  Sherman  Act,  in  spite  of 
a  falling  price,  indicates  plainly  that  if  we  now  had  free 
coinage,  at  the  old  ratio,  the  supply  would  be  great 
enough  to  drive  every  dollar  of  gold  from  general  circu¬ 
lation. 

It  is  conceivable  that  under  favorable  conditions  the 
government  demand  might  overcome  slight  fluctua¬ 
tions  in  the  value  of  the  metals.  But  the  steady  fall  of 
silver  during  the  great  demand  of  the  Sherman  Act,  fol¬ 
lowed  by  a  recovery  after  that  demand  had  ceased,  shows 
how  insignificant  an  influence  the  government  exerts  at 
the  present  time. 

Professor  Sidney  Sherwood  :  l\Ir.  President,  my  ar¬ 
gument,  had  I  time,  would  consist  of  four  points  :  (i) 
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international  bimetallisni  wonld  be  practicable  if  it  conlcl 
be  inangurated,  (2)  it  would  be  liiglily  advisable,  (3) 
under  existing  circumstances,  especially  the  attitude  of 
England,  the  attempt  to  inaugurate  such  a  system  is 
utterly  hopeless,  (4)  recognizing  this  fact,  the  best  policy 
for  the  United  States  is  to  come  over  squarely  and  defi¬ 
nitely  to  a  single  gold  standard. 

I  shall  speak  only  to  the  .second  point.  In  arguing 
the  advisability  of  international  bimetallism  the  impor¬ 
tant  question  is  not  so  much  the  quantity  of  money,  as 
the  stability  of  the  money  unit. 

Stability  in  the  unit  is  of  the  utmost  importance  in 
the  maintenance  of  the  existing  organization  of  produc¬ 
tive  forces.  The  maintenance  of  this  organization  de¬ 
pends  upon  the  effective  anticipation  of  future  wants, 
for  it  is  in  response  to  this  forecast  of  the  future  that  our 
capital  grows.  The  only  way  in  which  this  stream  of 
capital  goods  is  kept  flowing  on  until  it  is  transformed 
into  consumable  goods  is  by  the  u.se  of  some  embodiment 
of  generic  value  which  expre.s.ses  clearly  to  producer  and 
consumer  the  values  of  both  capital  goods  and  finished 
goods.  This  the  money  unit  does.  If  it  be  unstable  in 
value  a  speculative  clement  is  introduced  into  the  whole 
process  of  industry  which  deranges  the  productive  ma¬ 
chinery.  The  range  of  future  wants  is  shortened,  capital 
shrinks  or  is  less  effectively  organized  and  the  various 
consumption  goods  no  longer  keep  their  wonted  propor¬ 
tions. 

In  regard  to  progress,  stability  in  the  money  unit  is 
still  more  important.  Progre.ss  means  an  effective  ex- 
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tension  of  this  anticipation  of  future  wants.  Given  that, 
a  re-organization  of  productive  forces  follows,  fitted  to 
yield  a  larger  flow  of  consumable  goods  and  to  extend 
the  process  farther  into  the  future.  If  we  are  to  project 
our  wants  farther  into  the  future,  we  must  reduce  to  a 
minimum  the  speculative  fluctuations  in  the  monetary 
unit. 

Now,  I  urge  that  international  bimetallism  would  re¬ 
duce  these  speculative  fluctuations. 

Under  gold  monometallism,  stability  of  the  unit  rests 
solely  upon  the  free  marginal  movement  of  gold  between 
its  commoflity  uses  and  its  money  uses.  Under  inter- 
natioual  bimetallism  we  should  have  two  additional  mar¬ 
gins  of  interchange — that  between  the  commodity  uses 
and  the  money  uses  of  silver  and  also  that  between  the 
money  uses  of  gold  and  the  money  uses  of  silver. 

Stability  in  value  is  not  a  mere  question  of  the  quan¬ 
tity  of  the  metals,  but  depends  upon  the  frictionless 
movement  of  the  metals  from  one  use  to  another — upon 
their  marginal  equivalence  in  value  in  their  various  uses. 
Ilimetalli.sm  would  give  three  margins  of  escape  for  dis¬ 
turbing  movements  instead  of  one  and  would  spread  the 
disturbances  over  wider  areas.  International  bimetallism 
would  leave  silver  largely  in  the  countries  which  prefer 
silver,  and  gold  in  the  countries  which  prefer  gold,  and 
yet,  while  minimizing  the  international  movement  of 
gold  and  silver,  would  give  to  both  classes  of  nations  the 
adv'autages  of  both  metals. 

Professor  John  H.  Gray ;  Those  who  for  many  years 
after  the  present  fall  of  prices  began,  stoutly  denied  the 
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fact,  now  admit  the  fall  but  declare  this  no  evil.  Their 
assumption  is  that  falling  prices  resulting  from  improve¬ 
ments  in  productive  processes  produce  no  hardship. 
The  claim  is  that  when  the  debtor  pays  back  more  com¬ 
modities  through  the  results  of  the  same  number  of 
hours  of  average  labor  he  does  simple  justice.  This  is 
a  false  standard  of  payment  and  gives  all  the  advantages 
of  human  progress  to  the  creditor.  For  it  is  due  to  no 
effort  or  service  of  the  creditor  that  labor  becomes  more 
efficient.  Therefore  falling  prices  bring  hardship  to  the 
debtor.  The  extent  of  the  evil  is  proportionate  to  the 
amount  of  indebtedness,  and  the  time  it  has  to  run.  Mr. 
Holmes  estimates  the  indebtedness  of  the  people  of  the 
United  States,  public  and  private,  at  twenty  billions. 
Let  us  make  all  allowance  for  uncertain  factors  in  the 
estimates,  and  then  observe  the  fact  that  the  major  part 
of  this  enormous  debt,  from  its  very  nature,  must  be  long¬ 
time  debt,  and  we  get  some  idea  of  the  great  hardship. 
The  five  billions  of  railroad  debt  was  contracted  in  an  era 
of  high  prices,  and  with  the  expectation  of  high  prices, 
and  high  rates.  But  falling  prices  have  forced  rates  to  a 
no-profit  basis.  As  a  result,  the  statistics  for  the  year  end¬ 
ing  June  30,  1894,  show  one-fourth  of  the  railroads  in  the 
hands  of  receivers,  a  diminution  of  94,000  in  the  number 
of  employes,  a  reduction  of  wages  for  those  remaining, 
and  finally  a  reduction  of  thirteen  billion  ton-miles  in 
the  freight  traffic.  But  the  railroad  is  the  best  index  of 
the  general  condition  of  industry.  These  figures  show 
widespread  stagnation  and  depression.  They  also  show 
that  the  men  dismissed  from  the  railroads  could  not  find 
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profitable  employment  elsewhere.  It  follows  that  the 
claim  of  the  gold  monometallists  that  fixed  money  in¬ 
comes,  wages,  and  profits  have  not  fallen  is  erroneous. 
At  least,  fixed  money  incomes  must  ultimately  be  forced 
down,  if  prices  continue  to  fall.  Furthermore  specula¬ 
tion  robs  those  with  fixed  money  incomes  of  any  advan¬ 
tage,  by  keeping  retail  prices  up.  But  the  entrepreneur 
is  infinitely  more  important  in  this  connection  than  all 
the  other  classes  referred  to.  The  belief  that  general 
prices  must  fall  as  society  progres.ses  is  based  on  the 
fallacy  of  general  overproduction.  For  in  fact,  individ¬ 
ual  prices  fall  only  to  rise  again  as  the  cause  of  the  fall 
becomes  general.  The  statement  that  the  manufacturer 
can  recoup  him.self  from  falling  prices  by  increase  of 
product  rests  on  a  misconception  of  the  modern  industrial 
process.  It  ignores  entirely  the  element  of  fixed  capital. 
The  only  way  of  increasing  product  is  by  increasing  ex¬ 
penditure  for  improved  machinery.  The  same  plant 
does  not  turn  out  more  product  because  prices  fall. 
With  stable  prices  the  manufacturer  must  “  write  off  ” 
much  fixed  capital  every  year  on  this  score.  Material 
progre.ss  therefore  is  impossible  under  what  the  people 
believe  will  be  falling  prices.  They  may  be  deceived 
by  hope  for  a  time.  The  effect  of  falling  prices  cannot 
be  wholly  offset  or  discounted  by  lowering  the  rate  of 
interest.  The  evil,  when  fully  appreciated  will  not  be 
tolerated.  International  bimetallism  seems  the  best 
thing  to  strive  for. 

Professor  Willard  Fisher :  Professor  Taussig  has  sug¬ 
gested  that  it  might  be  difficult  to  maintain  international 


90  American  Economic  Association  Hand-Book. 

bimetallism  if  the  out-put  of  one  or  the  other  of  the  met¬ 
als  should  increase  a  great  deal.  But  we  know  that  the 
out-put  of  gold  from  1840  to  i860  increased  about  ten¬ 
fold  ;  and  yet  with  France  alone  supporting  a  bimetallic 
system,  there  was  scarcely  any  depreciation  of  gold  as 
compared  with  silver,  no  depreciation  that  cannot  be 
fully  accounted  for  by  the  charges  involved  in  passing 
one  or  the  other  metal  through  the  French  mint.  It  is 
never  to  be  expected  that  a  bimetallic  system,  even  if 
quite  universal,  would  maintain  the  market  ratio  at 
exactly  the  legal  ratio.  The  mere  seigniorage  charge 
would  prevent  that,  but  in  addition  to  the  seigniorage, 
there  are  other  charges  of  precisely  the  same  influence. 
You  must  always  take  into  account  the  transportation 
charges  for  the  metal  between  the  market  and  the 
mint.  You  must  take  account  of  the  insurance,  of  the 
agents’  commissions,  and  of  the  capital  locked  up  while 
the  metal  is  thus  in  transit ;  and  if  you  take  into  account 
all  these  considerations,  the  deviations  of  the  London 
silver  market  from  the  French  legal  ratio  between  1803 
and  1873  will  be  fully  accounted  for. 

Next  in  importance  is  the  point  made  by  Professor 
Scott,  that  if  we  attempt  to  remedy  one  evil,  we  shall 
work  another.  If  we  attempt  to  relieve  one  class  of 
debtors,  we  may  inflict  evil  npon  another  cla.ss.  That 
is  true  ;  but  if  the  depreciation  of  values  is  a  deprecia¬ 
tion  of  general  commodity  values,  then  a  correction 
wTought  through  manipulation  of  the  currency  would 
do  more  good  than  harm. 

No  arguments  against  a  policy  can  be  drawn  from  the 
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fact  that  in  carrying  it  out  to  the  benefit  of  a  general 
class,  yon  will  incidentally  injure  this  man  or  that  man, 
here  or  there. 

Professor  Ross :  It  is  not  the  absence  of  parity  that 
concerns  ns,  but  rather  the  social  effects  of  a  gold 
standard,  and  these  have  been  too  much  glossed  over  this 
afternoon  by  the  champions  of  that  side.  We  have,  say, 
twenty  billions  of  indebtedness  in  this  country  and  if  it 
be  granted  that  one-fourth  is  owed  from  some  producers 
to  other  producers,  we  have  left  fifteen  billions  owed 
from  producers  to  non-producers,  that  is,  to  the  holders 
of  the  fruits  of  past  production.  Now  if  the  annual  pre¬ 
mium  by  appreciation  of  gold  is  3  that  means  3  ^  of 
fifteen  billions,  or  four  hundred  and  fifty  millions  of 
dollars,  at  stake  in  this  controversy.  This  enonnous 
sum  will  go  here  or  there  according  to  the  policy  we 
adopt.  It  is  not  at  all  a  light  thing  whether  this  sum 
shall  abide  with  the  present  producers  as  an  unearned 
increment,  if  you  please,  but  still  a  premium  on  their 
industrial  activity,  or  shall  be  handed  over  to  the  holders 
of  accumulations  who  have  already  had  the  premium 
that  accrued  when  they  were  engaged  in  industiy'. 

We  are  told  to  consider  what  would  be  the  effect  of 
the  abandonment  of  the  appreciating  gold  standard  upon 
the  price  of  this  class  of  goods  and  that  class  of  goods 
and  the  other  class  of  good.s.  Myron  Reed  says  that 
when  you  have  put  seventy-five  cents’  worth  of  cheap 
physiolog\’  into  a  boy,  he  feels  so  fearfully  and  wonder¬ 
fully  made  that  he  can’t  get  over  the  fence.  Now  it 
seems  to  me  if  we  are  to  dally  with  these  minute  eco- 
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nomic  considerations  we  shall  never  get  anywhere,  and 
meanwhile  the  gold  standard  will  be  squeezing  the  life 
out  of  many  of  ns. 

I  confess,  furthermore,  I  can  see  no  difference  between 
showing  that  commodities  have  1  ccome  too  plenty  and 
showing  that  gold  has  become  too  scarce.  Nobody  is 
charging  gold  with  being  an  unfaithful  servant  jor  an  in¬ 
herently  defective  standard.  The  whole  question  is 
simply  a  matter  of  prices  and  of  the  bearing  of  the 
course  of  prices  on  ihe  possession  of  wealth. 

Professor  Tau.ssig :  A  word  in  explanation  of  .some¬ 
thing  which  I  said  before,  namely,  as  to  the  mode — sup¬ 
posing  an  international  agreement  to  have  been  brought 
about — in  which  incrca.scd  production  of  silver  might 
affect  it.  I  tried  to  make  it  clear,  but  evidently  I  did 
not  succeed.  In  my  opinion,  if  the  four  great  countries 
were  to  make  an  international  agreement  and  keep  it 
consistently  and  in  good  faith,  and  nn.shaken  by  any  dis- 
tiirbance,  they  could  carry  it  through.  The  mode  in 
which  a  great  production  of  silver  might  affect  the 
agreement,  would  be  by  shaking  the  gootl  faith  of  the 
several  parties  to  the  compact.  If  a  great  production 
of  .silver  took  place,  it  would  first  flow  into  the  United 
States  naturally  and  be  coined  there.  Then  it  would 
flow  to  Europe.  If  the  silver  went  to  Great  Pritain, 
then  there  would  be  the  question  whether  Great  Britain 
would  try  to  shift  it  to  other  countries,  and  whether 
tho.se  other  countries  would  not  wish  to  retain  their  gold 
and  send  off  the  silver.  Personally,  I  would  .say  that  if 
the  four  countries  consistently  maintain  the  agreement. 
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it  could  be  done  ;  always  provided  that  good  faith  were 
really  luaintained. 

I  tliiiik  that  the  international  agreement,  so  main¬ 
tained,  would  cure  some  existing  serious  evils.  The 
evils,  to  which  Professor  Ross  refers,  as  very  deep  social 
evils  in  the  present  state  of  affairs,  I  have  not  been  able 
to  see.  I  have  not  been  able  to  see  that  the  debtor  class, 
as  a  whole,  has  been  .seriously  injured.  I  think  that 
money  incomes,  on  the  whole,  have  tended  to  rise,  or  at 
least  to  keep  steady.  Whether  there  has  been  on  the 
whole,  abstract  justice — an  ideal  state  of  affairs — between 
debtor  and  creditor,  I  do  not  know.  The  question  be¬ 
fore  us  is  whether  there  is  a  serious  social  exigency.  I 
believe  the  evils  of  the  existing  situation  under  the  gold 
standard  are  chiefly  monetary,  not  deep  reaching  social 
difficulties.  They  arc  not  unbearable,  nor  productive  of 
the  .sort  of  injustice  Profc.s.sor  Ross  and  General  Warner 
describe. 

Profe.ssor  P.  C.  Clark  :  I  agree  with  some  of  the  argu¬ 
ments  presented,  but  not  with  all.  I  think  .some  im¬ 
portant  points,  however,  have  been  overlooked.  The 
first  is  the  question  of  war — the  phenomenon  of  nations 
hoarding  for  war.  A  war  footing  among  European 
nations  means  a  gold  footing,  and  so  long  as  the  fear  of 
war  exists  among  those  nations  which  are  at  the  same 
time  the  great  commercial  nations,  there  can  be  no  free 
play  of  those  economic  laws  and  forces  that  the  advocates 
of  international  bimetallism  hold  in  view.  The  very 
fact  that  the.se  nations  are  on  a  war  footing  forbids  any 
practical  solution  of  the  difficulties  along  any  lines  thus 
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far  proposed.  Why  then  is  that  which  is,  in  point  of 
fact,  impossible  nnder  existing  conditions — desirable? 
Again,  in  the  w'ords  of  Professor  Sherwood,  nations  do 
differ.  We  cannot  treat  them  all  in  the  same  category. 
England  is  neither  a  silver  nor  a  gold  producing  nation. 
She  is  a  nation  depending  for  existence  on  international 
trade  and,  inasmuch  as  she  trades  with  all  the  world, 
she  must  have  her  balances  paid  in  gold.  The  United 
States,  being  both  a  gold  and  a  silver  nation,  stands  in 
the  middle.  On  the  other  extreme,  are  those  nations  de¬ 
pending  but  little  on  trade,  that  are  almost  exclusively 
silver  producing.  There  are  these  three  classes  of  na¬ 
tions  at  least,  and  the  economic  differences  between 
them  preclude  agreement. 

It  must  be  remembered  also  that  these  questions  must 
be  settled,  if  settled  at  all,  according  to  the  present  con¬ 
ditions  and,  inasmuch  as  Phigland  is  at  present  a  gold 
country,  in  the  way  I  have  explained,  we  must  not  think 
that  she  can  change  to  international  bimetallism  all  at 
once.  It  is  psychologically  impossible,  as  well  as  eco¬ 
nomically  impracticable.  It  would  be  mere  philanthropy 
for  England  to  take  up  the  iutcrnatioual  bimetallic 
system  at  the  present  time.  The  conclusion  then,  as  it 
seems  to  me,  is  that  since  any  uniform  policy  based  on 
common  agreement  of  the  great  commercial  powers,  in¬ 
cluding  the  United  States,  is  at  present  utterly  impos¬ 
sible,  but  one  alternative  remains,  namely  :  that  America 
shall  ‘  play  it  alone.’  For  the  undertaking  of  such  a 
Herculean  task,  I,  for  one,  am  not  yet  prepared  to  sub¬ 
scribe. 
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General  Warner  :  Bimetallists  do  not  rest  their  case 
upon  the  cost  of  producing  the  metals,  nor  upon  their 
relative  supply.  They  say  if  demand  varies  with  sup¬ 
ply,  that  is  all  that  is  necessary  ;  and  if  one  metal  can 
be  substituted  for  the  other  in  all  money  transactions, 
demand  will  be  as  unlimited  for  the  one  as  for  the  other. 
As  to  the  cost  of  producing  the  metals,  I  have  it  on  good 
authority  that  there  are  mines  in  Colorado  now  that  are 
turning  out  gold  at  a  cost  of  less  than  50  cents  an  ounce. 
They  will  not  continue  to  do  this  very  long  of  course. 

Again,  as  to  the  point  made  by  Professor  Taussig, 
which  I  deem  a  very  important  one,  that  inasmuch  as 
money  incomes  are  kept  up  by  increased  production, 
tlierefore  no  serious  consequences  follow  falling  prices. 
In  the  first  place  I  think  it  is  the  exception  rather  than 
the  rule  that  business  men  do  derive  the  same  profits  or 
receive  the  same  income,  from  their  larger  production 
that  they  did  formerly.  Besides,  as  I  stated  this  morn¬ 
ing,  the  entire  farming  class  are  not  receiving  the  same 
incomes,  and  cannot.  As  I  look  over  the  country',  I  see 
evidences  everywhere  of  want  of  prosperity  among  that 
large  class  of  our  people.  It  is  so  too  with  the  laboring 
classes.  To  illustrate:  In  1893  the  presidents  of  the 
principal  railway  companies  said :  “  Taxes  we.  cannot 
reduce ;  interest  on  our  bonds  we  must  meet ;  we  can¬ 
not  economize  there ;  we  cannot  reduce  the  wages  of  our 
employes  withoxit  provoking  strikes.  There  is  but  one 
thing  we  can  do ;  we  can  cut  down  the  force.”  And 
they  did.  They  reduced  the  number  of  employes  about 
250,000,  or  something  like  one-fourth  of  all  the  men  em- 
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ployed  on  the  railroads.  When  these  laborers  stopped 
work,  their  power  to  purchase  practically  ceased,  affect¬ 
ing  still  another  class  of  producers.  The  holders  of 
railway  securities  received  their  dividends ;  the  tax  col¬ 
lectors  received  their  ta.xej? ;  the  incomes  of  salaried 
officers  continued  ;  but  how  about  the  250,000  men  who 
were  thrown  out  of  employment?  I  think  that  illus¬ 
trates  fairly  well  how  falling  prices  operate,  and  shows 
who  gain  and  who  lose  by  it. 

A  word  as  to  what  Professor  Scott  said  respecting  the 
appreciation  of  gold.  Ke  seems  to  think  that  the  fall  of 
prices  is  due  to  something  beside  the  appreciation  of 
money.  How  there  can  be  a  fall  of  prices  without  a  rise 
of  money  is  something  I  cannot  understand.  If  it  takes 
more  commodities  to  get  gold,  it  takes  less  gold  to  get 
the  same  commodities.  If  prices  have  fallen  gold  must 
have  appreciated.  One  side  of  the  balance  cannot  go 
down  without  the  other  side  goes  up.  I  think  all  will 
agree  to  that. 

I  agree  with  Professor  Taussig  that  if  we  are  to  have 
the  single  gold  standard,  we  must  have  a  larger  propor¬ 
tion  of  gold  in  our  currency.  But  how  are  we  to  get 
it?  We  cannot  borrow  it  and  keep  it.  The  gold 
standard  cannot  be  maintained  by  borrowing  gold. 
There  is  one  way,  only,  by  which  we  can  keep  gold 
here,  and  that  is  to  buy  it,  pay  more  for  it  than  any 
other  country  will  pay.  In  other  words  put  prices 
dow’u,  and  we  must  put  prices  down  much  lower  than 
they  are  now  before  gold  will  stay  here.  I  think  the 
Professor  will  agree  with  me  in  that.  Will  it  have  no 
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deleterious  effect  upon  the  industries  of  the  country  to 
do  that? 

It  must  be  remembered,  too,  that  we  are  a  debtor 
country.  Besides  offsetting  imports  with  exports,  we 
must  pay  to  other  countries  three  or  four  hundred  mil¬ 
lion  dollars  a  year.  We  must  pay  this  with  gold  or  com¬ 
modities.  We  can  pay  it  with  commodities  only  on  con¬ 
dition  that  we  will  sell  lower  than  any  other  country.  If 
prices  are  high  our  creditors  will  refuse  to  take  com¬ 
modities  and  demand  gold. 

As  it  is  admitted  that  prices  must  go  lower  in  order 
to  keep  gold  here  and  maintain  the  gold  standard,  I 
\vant,  in  conclusion,  to  a.sk  this  question :  If  gold  is  to 
go  on  increa.sing  in  value  and  prices  continue  to  fall 
tv/enty  years  more  as  they  have  for  the  last  twenty 
years,  who  at  the  end  of  that  time  will  own  the  world  ? 

Do  We  Want  An  Elastic  Currency? 

BY  PROFESSOR  F.  M.  TAYI.OR,  UNIVERSITY  OF  MICHIGAN. 

In  a  general  way,  the  paper  is  an  argument  for 
the  desirableness  of  an  elastic  currency,  and  is  based 
chiefly  upon  a  statistical  study  of  past  experience.  The 
.subject  is  treated  under  three  principal  heads;  (i)  the 
monetary  need  of  a  country  is  subject  to  variations 
from  season  to  season  and  from  year  to  year ;  (2)  the 
failure  of  the  supply  of  money  to  adjust  itself  to  these 
changes  in  need  is  profluctive  of  harm ;  (3)  experience 
has  shown  that  an  elastic  currency,  in  some  degree  at 
least,  diminishes  this  harm. 
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We  should,  of  course,  expect  in  advance  to  find  varia¬ 
tions  in  the  need  for  money  from  season  to  season  and 
from  year  to  year,  since  there  are,  plainly,  very  great 
differences  in  the  degree  of  industrial  activity.  But 
some  writers  are  inclined  to  see  in  the  extension  of 
credit  as  a  medium  of  exchange,  reasons  for  thinking 
that  there  are  no  longer  any  considerable  changes  in  the 
need  for  actual  money.  This  view  is  a  mistaken 
one,  as  can  best  be  shown  by  an  appeal  to  the  facts. 
Changes  in  the  money  need  of  the  country  inevitably 
show  themselves  in  the  variety  of  money  movements. 
Particularly  significant,  is  the  ebb  and  flow  of  money 
between  the  country  at  large  and  the  great  banking 
centers.  Idle  money  always  tends  to  accumulate,  first, 
in  the  middle-sized  cities,  then  in  the  re.servc  cities  and, 
finally,  in  New  York,  which  keeps  the  ultimate  reserve 
of  the  whole  country.  So,  on  the  other  hand,  when  the 
country  again  needs  the  money,  it  is  drawn  from  the 
nearest  city,  which,  in  turn,  gets  it  from  some  larger 
reserve  city,  and  this,  finally,  has  to  apply  to  New  York. 
From  various  sources,  we  are  able  to  got  a  fairly  accurate 
knowledge  of  these  movements.  Their  general  trend  is 
reported  in  Bradstreefs  each  week.  The  figures  of  the 
movements  in  and  out  of  New  York  are  reported  in  de¬ 
tail  for  each  week  in  the  Financial  and  Commercial 
Chronicle.  We  have  also  each  week  the  changes  in  the 
reserves  of  the  New  York  banks.  From  these  and  other 
sources,  it  is  easy  to  show  in  conclusive  fashion  that  the 
money  need  of  the  country  as  a  whole  is  much  diminished 
in  the  mid-winter  months,  slightly  increases  in  early 
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spring,  falls  off  again  in  late  spring  and  early  summer, 
expands  greatly  in  the  fall,  and  declines  towards  the 
close  of  the  year. 

The  extraordinary  variations  in  the  need  for  money, 
which  characterize  a  commercial  panic,  like  that  of  ’93, 
are  too  familiar  to  need  elaborate  proof.  From  the  same 
sources  as  before,  ample  data  can  be  obtained  to  show 
that  the  need  for  money  is  subject  to  very  great  fluctua¬ 
tions  as  between  different  years  and  different  groups  of 
years.  During  a  time  of  great  industrial  and  specula¬ 
tive  activity,  the  country  will  for  two  or  three  years 
make  good  use  of  all  the  money  available.  On  the 
other  hand,  when  a  time  of  depression  comes,  large 
amounts  of  cash  are  out  of  employment  and  accumiilate 
in  New  York  to  constitute  a  disturbing  factor  of  con¬ 
siderable  moment. 

After  seeing  the  e.xistence  of  decided  variation  in 
the  need  for  money,  let  us  proceed  to  consider  the 
evils  which  may  be  expected  to  flow  therefrom.  The 
first  effect  evidently  is  to  cause  alternations  of  high  and 
low  bank  reserves.  From  these  alternations  of  high  and 
low  reserves,  follow  alternations  of  ease  and  stringency 
in  the  loan  market,  and  from  these  latter,  in  turn,  flow 
various  evil  consequences.  Those  to  be  considered  here 
are  two,  namely,  the  insecurity  imparted  to  business 
and  the  increased  difficulty  of  protecting  the  gold 
reserve  of  the  country.  That  stringencies  in  the  loan 
market  are  productive  of  great  losses  and  many  failures, 
is  too  well  known  to  need  elaborate  proof.  When  we 
remember  that  a  large  share  of  the  business  of  the 
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country  is  carried  on  with  borrowed  capital,  it  must  be 
evident  that  a  sharp  advance  in  the  rate  of  discount,  or 
a  hardening  of  the  market  which  makes  borrowing  with 
ordinary  security  altogether  impossible,  will  entail  much 
loss  and,  not  infrequently,  cause  bankruptcy. 

The  influence  of  an  inflated  circulation, — a  plethoric 
condition  of  the  bank  reserves, — in  rendering  more  diffi¬ 
cult  the  protection  of  the  gold  reserve  is  important 
to  notice.  That  such  a  state  of  things  tends  to  lower 
the  rate  of  discount,  hence  to  incline  the  capitalists  to 
take  their  money  elsewhere  for  investment,  and  thus,  in 
the  end,  tends  to  drive  out  gold,  is  a  course  of  reasoning 
familiar  to  all  students  of  monetary  questions.  This 
reasoning  is  abundantly  confirmed  by  experience. 

We  may  conclude  with  a  brief  account  of  the  various 
experiments  which  have  more  or  less  fully  tested  the 
alleged  advantages  of  an  elastic  currency.  Emergency 
elasticity  has  been  tried  in  England  on  three  important 
occasions,  1847,  1^57  1866,  and  with  signal  success, 

lu  like  manner,  the  idea  in  various  forms  has  been  re¬ 
peatedly  experimented  with  in  the  United  States.  One 
method  employed  here  has  been  for  the  treasury  to  pre¬ 
pay  interest  or  buy  in  bonds.  Another  is  the  well-known 
issue  of  clearing-house  loan  certificates  for  the  settle¬ 
ment  of  bankers’  balances,  thus  releasing  money  for 
general  use.  Although  the  working  of  these  various 
expedients  has  not  been  entirely  satisfactory,  there  can 
be  no  doubt  that  they  have  done  good  service  in  mitigat¬ 
ing  the  evils  of  several  commercial  crises. 

In  like  manner,  experience  has  shown  the  usefulness 
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of  ordinary  elasticity,  that  is,  elasticity  which  tries  to 
provide  in  ordinary  times  for  the  adjustment  of  the 
snpi^ly  of  money  to  the  need  for  it.  Evidence  on  this 
point  is  furnished  by  the  smooth  working  of  the  Canadian 
system.  So,  also,  a  comparison  of  the  rates  of  discoiint 
for  a  series  of  years  in  London,  Paris,  and  Berlin,  shows 
that  the  fluctuations  are  least  in  France,  where  there  is 
greatest  elasticity,  and  greatest  in  London,  where  there 
is  least  elasticity. 

I'inally,  the  Bank  of  Phigland  has  more  than  once 
during  the  last  few  years  proved  the  efficacy  of  a  con¬ 
traction  of  the  circulation  to  protect  the  gold  reserve. 
Her  method  of  doing  this  has  been  to  sell  or  hypothecate 
some  millions  of  con.sols,  in  order  to  absorb  the  free 
money  on  the  market  and  so  raise  the  rate  of  discount 
until  the  gold  e.xport  was  stopped. 

The  general  conclusion  to  be  drawn  is  that,  though 
an  elastic  system  could  not  be  expected  to  realize  the 
sanguine  hopes  of  some  of  its  advocates,  still  it  would 
doubtless  be  a  great  improvement  on  the  present  order. 

Disatssion. 

N.  H.  Motsinger :  In  contemplating  the  matter  of 
the  elasticity  of  the  currency,  I  do  not  think  we  should 
lo.se  sight  of  an  e.s.sential  clement,  the  fundamental 
nature  of  money.  Some  of  us  believe  that  the  quantity 
of  money  furnishes  the  basis  of  prices,  and  the  Constitu¬ 
tion  of  the  United  States  turning  over  to  Congress  the 
right  to  coin  money  and  regulate  its  value,  is  very  sug¬ 
gestive  of  an  elastic  currency.  I  would  like  to  ask  the 
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gentleman  how  Congress  can  regulate  the  value  of 
money,  meaning  of  course  its  purchasing  power,  without 
having  the  power  of  regulating  the  number  of  dollars 
available  for  circulation  ?  Would  it  be  safe  to  entrust 
this  elasticity  of  the  currency  in  the  hands  of  private 
corporations  who  might  be  interested  in  pulling  the 
wrong  end  of  the  string?  I  happen  to  be  a  little  bit 
associated  with  the  money  interest  of  the  State,  and  dur¬ 
ing  the  panic  of  1893  was  quite  interested.  I  could  not 
get  money  from  this  New  York  plethora  he  speaks 
about,  even  on  government  pension  checks. 

There  is  a  growing  school  of  economists  who  consider 
the  dollar  as  not  composed  of  metal  material  at  all,  but 
as  one  of  the  equal  parts  into  which  the  human  sacrifice 
of  a  nation  as  represented  by  property,  is  divided  by  the 
number  of  dollars.  The  material  dollar  whether  of  gold, 
silver  or  paper  only  represents  one  of  these  equal  parts, 
which  may  be  larger  or  smaller,  as  the  quantity  of  the 
nation’s  property  or  money  varies. 

The  Constitution  gives  Congress  the  power  to  regulate 
the  value — meaning  the  size  or  purchasing  power  of  the 
unit  of  value,  and  only  by  regulating  the  number  of 
representative  units  of  value, — increasing  or  diminishing 
the  number  of  equal  parts  into  which  the  nation’s  social 
wealth  may  thus  be  divided,  can  the  value  of  a  dollar  be 
regulated.  Only  in  this  sense  can  any  material  sub¬ 
stance  such  as  gold,  silver  or  paper  become  a  measure  of 
value  which  is  an  estimated  quantity  of  human  sacrifice. 
The  honest  dollar  therefore  is  represented  by  any  con¬ 
venient  substance  named  by  law,  whose  number  of  legal 
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units  is  maintained  in  constant  ratio  with  the  quantity 
of  property  to  be  represented,  and  constant  prices  will 
prove  an  evidence  of  constant  ratio.  Boards  of  trade  in 
connection  with  the  power  of  national  banks  to  issue  or 
withdraw  currency  from  circulation,  have  taken  advan¬ 
tage  of  this  principle,  greatly  to  the  detriment  of  pro¬ 
ducing  classes  who  have  trusted  the  government  to  coin 
money  and  regulate  its  value,  while  Congress  has  failed 
to  exercise  this  vital  government  function.  An  elastic 
circulation  in  the  hands  of  private  corporations  means 
the  power  to  rob  the  producer.  We  should  all  oppose  it. 

Professor  E.  R.  L.  Gould ;  The  phenomena  indi¬ 
cating  the  inelasticity  of  our  currency  are  interesting, 
but  a  practical  method  of  remedying  the  difficulty  is 
something  we  ought  not  to  neglect.  The  best  plan 
seems  to  me  to  permit  the  Secretary  of  the  Treasury'  to 
prepare  government  3  per  cent,  bonds,  amounting  to  the 
entire  volume  of  the  currency,  hold  them  in  the  vaults 
and  issue  them  against  deposits  of  currency.  Whenever 
money,  which  as  has  been  shown,  concentrates  at  New 
York,  during  certain  periods  of  the  year,  giving  thereby 
a  stimulus  to  purely  speculative  transactions  or  remain¬ 
ing  a  drug  on  the  market,  becomes  worth  less  than  3 
per  cent.,  it  will  naturally  be  exchanged  at  the  snb- 
treasnry  for  bonds.  So  at  other  periods  of  the  year  when 
a  greater  amount  of  currency  is  needed  to  move  the 
crops,  as  well  as  i  other  legitimate  purposes,  money 
has  a  higher  commercial  value  than  3  per  cent.,  the 
bonds  will  be  returned  and  the  currency  drawn  out. 

The  European  system  of  great  national  money  institu- 
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tions  which  regulate  the  supply  of  currency  are  not 
practicable  in  this  country.  There  is  a  general  feeling 
that  too  great  changes  would  be  involved  in  allowing 
private  institutions  such  power.  The  plan  suggested 
offers  a  happy  compromise.  The  United  States  snb- 
treasnries  would  perform  the  function  in  a  perfectly 
sound,  natural  and  business-like  way,  and  seasonal  elas¬ 
ticity  would  be  secured. 

Authorization  of  this  kind  given  to  the  Secretary  of 
the  Treasury  would  also  be  of  value  in  protecting  the 
gold  reserve.  If  the  amount  of  the  reserve  were  fixed  at 
say  two  hundred  million  dollars, — a  sum  sufficient  to 
engender  absolute  confidence — whenever,  for  any  cause, 
a  part  was  withdrawn,  the  Secretary  of  the  Treasury 
could  quietly,  and  without  creating  apprehension,  sell  a 
sufficient  number  of  these  3  per  cent,  bonds  to  bring  up 
the  reserv’e  to  the  prescribed  limit.  Such  procedure 
would  be  business-like  and  effective. 

Professor  Taylor :  It  seems  to  me  tliat  Professor 
Gould’s  opinion  is  exactly  what  I  should  have  been  in¬ 
clined  to  utter  if  I  had  elaborated  the  subject  at  the  be¬ 
ginning.  Wiudom’s  scheme — I  think  it  was  Wiudom’s 
scheme,  in  the  more  recent  form  at  least — seemed  to  me 
at  the  time  one  of  the  most  promising  suggestions  that 
we  have  had  in  this  country  ;  and  chiefly  for  the  reason 
that,  while  I  would  strongly  favor  a  great  central  bank 
somewhat  under  government  control,  or  a  great  confed¬ 
eration  of  clearing  houses,  I  fear  it  is  utterly  impracti¬ 
cable  as  a  matter  of  politics  in  this  country.  And  it  has 
.seemed  to  me  that  if  at  this  time  we  would  adopt  Win- 
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dom’s  idea,  we  could  at  once  relieve  the  present  difficul¬ 
ty;  that  if  we  should  have  bondii  issued  with  the 
understanding  that  it  did  not  pennaiiently  retire  the 
currency  but  merely  took  it  into  the  treasury  to  be 
locked  up  until  the  people  desired  to  exchange  the  bonds 
again  for  money,  it  would  relieve  the  present  plethora 
as  it  has  existed  for  many  months  and  furnish  also  the 
necessary  power  of  expansion  when  the  need  was  re¬ 
versed.  Hut  Tindoubtedly,  there  is  one  very’  serious  ob¬ 
jection.  The  banking  community,  the  business  commu¬ 
nity,  wisely  distrust  governmental  interference  in  this 
country.  They  do  not  wish  anybody  appointed  under 
the  spoils  system,  to  have  the  power  of  expanding  or 
contracting  the  currency  in  response  to  popular  demands. 
They  think  it  ought  to  be  in  response  to  business  de¬ 
mands.  But  while  the  Chronicle  vigorously  opposed 
Windom’s  scheme  on  this  ground,  and  I  suppose  rightly 
voiced  the  sentiment  of  the  banking  community,  yet  it 
seems  to  me,  half  a  loaf  is  a  great  deal  better  than  no 
bread,  and  they  could  very  likely  get  this,  and  I  am 
afraid  could  never  get  the  other. 

Profes.sor  Frank  Fetter :  A  question  arises  as  to 
whether,  with  the  elasticity  contemplated,  the  reserves 
would  remain  as  they  now  are,  when  the  demand  of  the 
business  world  for  a  medium  of  exchange  is  least ;  the 
weight  of  the  superstructure  of  credit  would  then  only 
occasionally  be  greater  than  at  present.  Or  is  it  believed 
that  the  reserves,  even  when  at  this  highest  point,  would 
be  less  than  at  present,  the  superstructure  of  credit  bear¬ 
ing  thus  at  all  times  a  larger  proportion  to  them  ? 
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It  is  generally  admitted  that  bank  credits, 
though  we  do  not  call  them  money,  operate  in  the  same 
way  upon  prices,  and  there  are  two  ways  for  a  bank  to 
extend  its  credit,  by  deposits,  and  by  circulation.  Now 
if  ability  to  expand  be  a  test  of  elasticity  is  it  not  a  fact 
that  the  system  in  England  is  the  most  elastic  of  all, 
Germany  and  F^rance  following,  possibly  in  that  order? 
If  that  is  the  case  these  illustrations  w'ould  seem  to  indi¬ 
cate  that  where  the  business  of  the  country  is  carried  on 
with  the  smallest  margin  of  reserve,  there  will  arise  the 
greatest  need  to  protect  this  margin  by  sudden  altera¬ 
tions  of  the  rate  of  discount. 

Professor  Taylor :  I  concede  that  the  point  last  made, 
in  the  very  last  sentence,  is  plainly  true,  that  one  of  the 
greatest  reasons  why  the  Eondon  market  is  very  sensi¬ 
tive  is  because  there  is  a  very  small  margin  upon  which 
credit  business  is  carried.  But  I  should  hardly  be  will¬ 
ing  to  consent  to  the  other  statement  of  the  possible  case 
of  a  different  definition  of  elasticity.  I  .should  maintain 
a  system  of  elasticity  where  the  ultimate  reserves  would 
be  substantially  uniform  and  with  b\it  little  expansion 
during  the  months  of  idleness  and  .slight  contraction 
during  the  months  of  special  need.  Are  the  re.serves 
about  uniform  ?  Do  they  show  a  plethoric  condition  or 
a  stringent  condition  ?  We  are  to  avoid  both  of  the.se 
questions  with  reference  to  the  reserve  itself.  Outside 
of  that,  there  would  be  an  expansion  and  contraction  of 
credit  utterly  independent,  very  likely,  of  monetary  con¬ 
siderations,  and  we  do  not  need  to  bother  ourselves  about 
it.  The  business  men,  as  such,  will  look  anxiously  to 
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one  index  of  the  future,  namely,  the  state  of  the  reserve. 
They  do  not  know  anything  about  the  degree  to  which 
the  credit  margin  has  expanded,  they  do  not  know  any¬ 
thing  in  particular  about  it ;  they  know  in  a  general 
way  that  the  credit  has  collapsed  or  that  the  credit  is 
good.  What  they  look  at  day  by  day  is  the  state  of  the 
Bank  of  England’s  reserve,  and  when  that  gets  a  little 
low  they  are  reaching  the  danger  point.  They  have  in 
general  fixed  upon  a  danger  point.  We  must,  if  possible, 
keep  reserves  from  reaching  the  danger  point,  and  on  the 
other  hand,  we  must  keep  them  from  going  so  far  above 
the  danger  point  that  the  plethoric  condition  can  occur. 


DKSIRAniLlTY  OF  A  PaRMANENT  CENSUS  BUREAU. 

BY  PROFKSSOR  RICHMOND  MAYO-SMITH,  COLUMBIA  UNIVERSITY. 

Mr.  President  and  Gentlemen  of  the  Association  : 

I  feel  it  something  of  a  drop,  perhaps,  in  the  interest 
of  this  occasion,  that  after  having  had  before  ns  such 
very  vital  questions  of  economic  policy  as  those  that 
were  discussed  on  Saturday  and  as  the  one  that  was 
brought  before  us  this  morning,  we  should  come  down 
to  so  prosaic  and  generally  uninteresting  a  question  as 
one  of  statistical  oiganization  ;  and  so  as  an  apology  and 
also  an  explanation,  I  desire  to  say  a  word  as  to  how  it 
happens  that  I  am  presenting  this  paper  on  a  very  minor 
topic  to  the  Association  this  morning.  It  is  well 
known,  of  course,  to  the  members  of  this  Association, 
that  the  census  of  the  United  States  is  one  of  the  greatest 
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statistical  undertakings  in  the  world,  and  it  is  also  well 
recognized  that  it  is  not  altogether  on  a  satisfactory- 
basis. 

It  seemed,  therefore,  to  some  of  the  members  of  this 
Association  who  were  particularly  interested  in  statistics, 
that  it  would  be  well  for  ns  as  scientific  men  and  partic¬ 
ularly  interested  in  statistics  as  a  source  of  information 
in  almost  all  our  studies  to  study  for  a  little  while  the 
exact  position  and  the  needs  of  the  statistical  activity  of 
the  government,  so  that  if  any  re-organization  is  under¬ 
taken,  the  statistics  of  this  great  country  may  be  put 
into  such  shape  that  they  will  be  of  use  to  ns  and  an 
honor  to  the  country.  In  this  paper  I  have  endeavored 
to  put  the  discussion  on  a  scientific  basis  with  the  hope 
that  in  that  shape  it  may  be  worthy  of  some  action  on 
the  part  of  the  Association. 

It  is  scarcely  necessary  to  argue  at  any  great  length 
before  such  an  association  in  favor  of  some  change  in  the 
present  census  system.  All  are  agreed,  who  have  had 
anything  to  do  with  it,  that  the  present  system  is  e.xtrav- 
agant,  slow  and  burdensome  in  every  respect.  This 
belief  is  shared  in  by  such  men  as  Francis  A.  Walker, 
Carroll  D.  Wright  and  Robert  P.  Porter.  There  is, 
however,  an  academic  side  to  the  question,  which  it  is 
proper  to  bring  before  the  a.ssociation,  viz. :  What  statis¬ 
tical  organization  is  the  best  in  order  to  advance  onr 
knowledge  of  society  and  give  material  for  sociology  ? 
This  is  the  question  I  propose  to  discuss. 

The  statistical  activity  of  governments  is  at  first 
mainly  for  administrative  purposes.  Military  and  fi- 
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nancial  considerations  lead  to  an  enumeration  or  estimate 
of  the  number  of  the  people  or  to  a  description  of  prop¬ 
erty.  After  a  while  other  statistical  inquiries  are  added 
of  purely  scientific  interest,  and  this  culminates  in  the 
activity  of  such  organizations  as  the  Registrar  General’s 
office  in  England  and  the  decennial  census  in  the  United 
States.  There  has  always  been  some  difference  of  opin¬ 
ion  as  to  how  far  the  statistical  activity  of  the  Govern¬ 
ment  .should  be  guided  by  administrative  and  how  far 
by  scientific  considerations. 

This  question  takes  on  at  first  the  form  of  the  ve.xed 
question  of  decentralization  or  centralization.  By  de¬ 
centralization  is  meant  the  historic  system  by  which 
each  administrative  department  collects  those  statistics 
which  are  of  direct  interest  to  it.  By  centralization  is 
meant  the  establishment  of  some  sort  of  central  office, 
which  shall  either  gather  the  statistics  itself,  or,  at  least, 
exerci.se  some  sort  of  control,  so  that  the  whole  statistical 
activity  of  the  government  shall  be  conducted  on  uni¬ 
form,  consistent  and  scientific  lines.  The  advantages  of 
such  centralization  are  that  it  would  prevent  a  good  deal 
of  duplication  and  double  work ;  that  the  mass  of  ma¬ 
terial  would  be  classified  and  arranged  systematically, 
and  that  the  whole  would  be  more  easily  made  use  of 
by  the  public. 

We  have  a  great  example  of  decentralization  in  the 
United  States  in  the  numerous  departmental  bureaus  at 
Washington.  We  have  a  great  example  of  centraliza¬ 
tion  in  the  census.  It  is  centralized  in  the  .sense  that  its 
organization  is  self-centered  and  independent ;  in  the 
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sense  that  it  covers  the  entire  field  of  population  and 
economic  statistics,  and  in  the  sense  that  the  work  is  all 
done  at  one  time.  This  last  is  a  great  evil,  because  it  is 
impossible  to  do  so  much  work  in  so  short  a  time  and 
do  it  well. 

After  dwelling  upon  the  deficiencies  of  the  present 
system,  the  speaker  said,  in  conclusion  : 

The  establishment  of  a  permanent  census  bureau 
would  seem  to  be  the  best  solution  of  these  difficulties 
and  in  the  natural  line  of  development.  It  would  at  the 
very  least,  give  us  an  organized  force  and  office  facilities 
for  dealing  with  the  decennial  enumeration  when  it 
comes  along.  It  seems  possible  also  that  part  of  the 
work  now  crow'ded  uito  the  census  year  might  be  distrib¬ 
uted  and  made  to  fall  at  other  times  which  would  re¬ 
lieve  the  pressure  at  the  time  of  the  enumeration  and 
give  the  bureau  continuous  work.  All  those  investiga¬ 
tions  which  are  done  mainly  through  e.xpert  agents  could 
certainly  be  arranged  for  in  that  way.  There  seems  to 
be  no  good  reason  why  a  great  part  of  the  work  on  the 
industrial  side  of  the  census  might  not  be  arranged  for 
at  other  dates,  as,  for  instance,  a  census  of  agriculture 
in  the  years  ending  w’ith  a  ‘  five,’  or  a  census  of  mineral 
resources  in  the  year  ending  with  a  ‘  two.’  Special  in¬ 
vestigations  might  be  undertaken  by  direction  of  Con¬ 
gress,  or  even  on  the  initiative  of  the  office  itself.  Much 
more  care  could  be  exercised  both  in  preparing  for  such 
work  and  in  exploiting  the  material.  We  .should  also 
find,  probably,  that  the  attitude  of  the  officials  toward 
new  inquiries  would  be  changed.  Under  the  present 
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system  it  is  inevitable  that  the  superintendent  should 
resist  enlarging  his  schedule,  which  is  already  so  un¬ 
wieldy,  with  new  questions.  He  is  obliged  to  do  it  in 
self-defense. 

It  scarcely  seems  worth  while  to  debate  the  question 
whether  Congress  has  the  constitutional  power  to  create 
a  bureau  of  this  sort.  The  way  in  which  the  inquiries 
of  the  census  have  been  e.xpanded,  from  the  enumeration 
of  the  people  contemplated  by  the  clause  of  the  consti¬ 
tution  providing  for  the  distribution  of  representatives 
and  direct  taxes,  and  the  powers  exercised  by  the  de¬ 
partment  of  labor,  together  with  the  practice  of  all  civil¬ 
ized  nations,  would  seem  to  be  a  sufficient  answer  to 
that  question.  With  the  growing  interest  in  sociological 
inquiries,  appeal  to  law  in  order  to  force  an  answer  to 
reasonable  questions  will  probably  become  less  and  less 
necessary,  especially  in  case  of  a  permanent  office,  whose 
chief  would  be  a  responsible  man  actuated  by  only 
scientific  motives  and  jealously  guarding  any  informa¬ 
tion  of  a  private  nature.  It  does  not  seem  too  much  to 
expect  that  we  shall  .some  day  have  an  annual  census 
showing  us  the  great  movements,  in  outline,  of  social 
life. 

It  is  to  be  observed,  finally,  that  such  a  permanent 
office  would  solve  the  question  of  centralization  or  de¬ 
centralization.  It  would  gather  to  itself  such  statistical 
activity  as  is  primarily  of  scientific  rather  than  of  mere 
administrative  interest.  It  would  not  necessarily  do  all 
the  work.  Where  the  departments  could  do  that  better 
or  cheaper,  it  could  be  left  to  the  departments.  But  the 
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central  office  conld  appropriate  the  results,  in  some  cases 
supplement  the  observations  and  bring  all  sources  of  in- 
fonnation  together  in  such  a  way  that  our  present  frag¬ 
mentary  and  inadequate  observ'ations  of  social  life  would 
be  systematized  and  perhaps  deserve  the  name  ‘scien¬ 
tific.’ 

Discussion. 

Professor  Falkner :  Professor  Mayo-Smith  pleads  for 
the  injection  of  the  scientific  spirit  into  the  statistical 
work  of  the  government. 

The  specific  advantages  of  a  permanent  census  bureau 
are  three-fold.  It  would,  in  the  first  place,  preserve  an 
organized  force  of  statistical  e.xperts.  With  a  perman¬ 
ent  bureau  we  should  have  permanence  and  continuity 
in  the  personnel  of  those  who  direet  census  operations. 
Secondly,  such  a  bureau  would  permit  a  more  accurate 
and  satisfactory  preparation  for  the  work  of  the  census. 
This  is  perhaps  the  most  important  part  of  the  census 
and  it  is  now  hurried  through  in  a  totally  inadequate 
fashion.  Thirdly,  we  should  secure  with  such  a  bureau 
permanent  records  of  statistical  experience.  In  every 
census  operation  there  are  disputed  questions  arising 
daily  which  require  a  decision.  At  the  present  time 
these  decisions  are  lost. 

The  establishment  of  a  bureau  of  this  kind,  permeated 
with  a  scientific  spirit,  would,  I  believe,  be  of  great 
value  in  the  general  statistical  activity  of  the  United 
States  government,  and  would  raise  the  tone  of  the  sta¬ 
tistical  work  in  the  various  departments.  I  think  it  is 
characteristic  of  the  excellency  of  the  railroad  statistics 


Desirability  of  a  Permanent  Census  Bureau.  113 

of  the  United  States  that  they  are  conducted  by  an  hon¬ 
ored  member  of  this  Association,  who  has  brought  into 
the  work  of  the  bureau  the  truly  scientific  spirit  and  the 
broad  view  which  comes  from  it.  It  seems  to  me,  that 
the  time  has  come,  Mr.  President,  for  the  scientific  men 
in  this  country — the  economists — to  exercise  if  possible 
a  certain  pressure  upon  the  government  to  elevate  the 
scientific  character  of  its  statistical  work.  I  am  not 
here  at  the  present  time  to  formulate  before  this  assem¬ 
bly  plans  which  I  should  like  to  submit  to  the  Council, 
but  it  seems  to  me  that  the  assembly  can  at  least  ap¬ 
prove  the  idea  that  if  a  means  of  cooperation  can  be 
found  between  this  society  and  the  kindred  organiza¬ 
tion,  the  American  Statistical  Association,  by  which  the 
points  of  view  of  the  economists  and  the  statisticians 
may  be  seen  and  may  be  brought  to  the  attention  of 
those  in  charge  of  the  census  work,  it  would  be  effective. 
And  therefore  I  a.sk  permission  to  introduce  the  follow¬ 
ing  resolutions,  with  the  request  that  they  be  referred  to 
the  Council  for  judgment  and  action. 

Resolved.,  that  the  American  Economic  Association 
express  its  sympathy  with  all  efforts  to  improve  census 
methods  in  the  United  States;  and  that  the  President 
appoint  a  committee  to  promote,  if  possible,  an  effective 
cooperation  with  the  United  States  authorities  in  the 
plans  and  methods  of  future  census  operations. 

Resolved.,  that  the  American  Statistical  Association 
be  invited  to  appoint  a  like  committee  to  act  with  the 
committee  of  the  American  Economic  Association. 


1 14  American  Economic  Association  Hand-Book. 

Dr.  Lindsay ;  I  would  heartily  second  the  reolutions 
introduced  by  Professor  Falkner.  It  seems  to  me  that 
this  question  of  the  character  of  the  work  done  on  our 
Federal  census  is  a  very  important  one,  and  appeals  to 
every  member  of  this  Association,  whether  a  specialist 
in  the  field  of  statistics  or  not.  I  have  no  doubt  the 
members  of  this  Association  make  greater  use  of  the 
census  material  than  the  members  of  Congress  who  pre¬ 
scribe  the  limitations  and  character  of  the  work.  It  is, 
therefore,  incumbent  upon  us  to  do  what  we  can  to  im¬ 
prove  the  character  of  this  work,  whether  we  believe  in 
the  establishment  of  a  permanent  census  bureau  or  not. 
There  are  many  ways  in  which  we  can,  perhaps,  help  to 
improve  it.  Some  Congressmen  are  very  willing  to 
listen  to  suggestions  looking  to  the  improvement  of  the 
conditions  under  which  the  census  is  taken,  but  usually 
the  law  providing  for  a  census  is  passed  hurriedly.  The 
law  which  determined  the  conditions  under  which  the 
census  of  1890  was  taken,  was  never  discussed  in  full  in 
the  House  of  Representatives ;  it  was  passed  at  a  late 
hour  one  evening  when  but  twenty-seven  members  of 
the  House  were  present,  and  received  very  scant  atten¬ 
tion.  Mr.  Carroll  D.  Wright,  in  an  article  published  in 
the  January  number  of  the  Forums  has  called  attention 
to  many  of  these  facts.  Mr.  Wright  also  speaks  veiy 
hopefully  of  the  possibility  of  having  a  permanent  census 
bureau  established.  Whether  this  can  be  secured  or  not, 
it  seems  to  me  at  this  time,  when  the  preparation  for 
the  taking  of  the  census  for  1900  has  already  been  talked 
of,  that  this  Association  should  exert  some  influence  in 
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bringing  about  an  early  consideration  of  the  question  in 
Congress.  Let  xis  have  the  law  which  is  to  determine 
the  taking  of  the  census  of  1900  properly  discussed  at 
an  early  date,  so  as  to  allow  the  persons  who  may  be  put 
in  charge  of  the  twelfth  census,  more  time  to  formulate 
plans.  This  material  is  .so  vital  to  onr  studies,  in  what¬ 
ever  line  they  may  be,  that  we  should  have  a  committee, 
perhaps  a  permanent  committee,  with  a  chairman  and 
secretary  to  whom  we  could  all  communicate  sugges¬ 
tions,  which  might  be  embodied  in  reports  submitted  to 
the  Association  from  time  to  time,  and  brought  also  to 
the  attention  of  the  proper  public  officials. 

(On  being  put  to  vote,  the  resolution  was  referred 
to  the  Council). 


The  Density  of  Population  in  the  United, 
States  in  1890. 

BY  PROFESSOR  WALTER  F.  WILLCOX,  CORNELL  UNIVERSITY. 

To  determine  the  density  of  population,  the  area  and 
the  population  of  a  division  of  the  earth’s  surface  must 
be  known.  Since  population  is  reported  primarily  for 
political  rather  than  natural  divisions,  and  since  the 
boundaries  of  political  divisions  are  frequently  changed, 
the  area  and  the  population  must  be  determined  for  the 
same  point  of  time.  The  smaller  the  areas  employed, 
the  more  clearly  do  the  determinations  and  fluctuations 
of  density  represent  the  facts. 
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The  sources  of  information  for  the  area  of  the  United 
States  and  its  divisions  about  June  i,  1890,  are  census 
bulletin  23  giving  the  area  of  the  states,  territories,  and 
counties  of  the  United  States,  census  bulletin  100  on 
the  Social  Statistics  of  Cities,  giving  the  area  of  fifty 
large  cities,  and  United  States  Geological  Survey  bulle¬ 
tins  115-118  giving  the  area  of  the  towns  or  townships, 
and  counties,  of  Massachusetts,  Rhode  Island,  Connecti¬ 
cut,  and  New  Jersey.  Since  there  are  six  of  the  fifty 
cities  included  in  census  bulletin  100  which  are  coex¬ 
tensive  with  counties,  these  three  sources  are  in  some  de¬ 
gree  comparable.  The  following  table  indicates  the 
areas  of  these  counties  or  cities  as  given  by  the  two 
authorities. 


City  or  County. 

Area  by  Census  Bulletin 
23 .  100 

Baltimore  City . 

.  28  .  .  . 

.  .  28.38 

(New)  Orleans . 

.  187  ..  . 

•  •  37-09 

New  York . 

.  40  .  .  . 

.  .  40. 22 

Philadelphia . 

.  130  ..  . 

-  -  129-39 

Saint  Louis  City . 

.  .  .  .  48.  .  . 

.  .  61.35 

San  Francisco . 

.  50  .  .  . 

.  .  15-46 

In  three  of  the  si.x  instances  the  variations  are  so  wide 
as  to  arouse  the  suspicion  that  the  areas  measured  for 
the  two  bulletins  were  not  the  same.  Hence  the  results 
of  census  bulletin  23  have  been  uniformly  followed.  A 
comparison  of  this  bulletin  with  those  of  the  United 
States  Geological  Survey  shows  less  wide  but  still  signi¬ 
ficant  variations  in  the  areas  of  the  counties  of  the  four 
states  and  leads  me  to  conclude  that,  if  the  latter,  giving 
the  results  of  a  careful  independent  survey,  be  regarded 
as  the  primary  authority,  an  average  margin  of  error  of 


Density  of  Population  m  United  States  in  i8qo.  117 

about  five  per  cent,  should  be  attributed  to  the  county 
areas  in  the  census  bulletin. 

The  source  of  i^ifonnation  for  the  population  of  the 
United  States  on  June  i,  1890,  is  the  eleventh  census. 
Its  results  are  included  in  two  volumes  one  on  Popula¬ 
tion  and  one  on  Indians.  For  the  general  population 
does  not  include  the  persons  in  Alaska  or  Indian  Terri¬ 
tory  or  on  Indian  reservations ;  all  such  persons  were 
counted  by  the  Indian  census.  Hence  the  total  popula¬ 
tion  of  a  state  or  territory  is  to  be  found  by  adding  the 
results  derived  from  these  two  .sources. 

The  method  for  the  determination  of  density  of  popu¬ 
lation  followed  in  the  census  itself,  viz.,  a  comparison 
of  the  total  area  with  the  general  population,  is  not 
theoretically  defensible.  The  method  employed  in  the 
present  study  gives  slightly  different  results  for  twenty- 
two  states  and  territories. 

The  density  of  population  of  each  of  the  2797  counties 
of  the  United  States  (including  the  parishes  of  Louisiana 
and  the  si.x  reser\’ations  of  Indian  Territory)  and  of  each 
minor  civil  division  of  the  four  small  eastern  states  has 
also  been  computed  either  by  me  or  by  members  of  the 
class  in  Social  Statistics  at  Cornell  University.  From 
these  a  measure  of  the  evenue.ss  or  unevenness  of  settle¬ 
ment  of  a  state  may  be  derived.  Thus  the  most  un¬ 
evenly  settled  are  California,  Nevada,  New  York  and 
Maryland,  the  most  evenly  settled  are  Vermont,  Indiana, 
Iowa,  and  Alabama.  No  effort  has  been  made  to  exclude 
the  population  of  urban  districts  because  their  area  was 
unknown. 
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There  are  twenty-seven  counties  in  the  country  with 
over  five  hundred  persons  to  the  square  mile,  and  of  these, 
eight  lie  about  New  York  Bay  and  three  about  Massa¬ 
chusetts  Bay.  The  remainder  are  scattered.  There  are 
one  hundred  and  thirty-three  counties  in  the  country 
with  a  density  of  population  of  over  one  hundred,  and  of 
these  fifty-four,  or  about  two-fifths,  form  a  single  belt 
stretching  from  the  Chesapeake  Bay  at  Baltimore  into 
southern  New  Hampshire.  This  belt  includes  about 
four-fifths  of  one  per  cent,  of  the  area  of  the  United 
States,  and  over  one-sixth  of  the  population.  It  is 
roughly  dumb-bell  shaped,  with  one  expansion  in  .south¬ 
eastern  Pennsylvania,  the  other  in  eastern  Massachusetts 
and  the  region  of  highest  density  in  the  country  lies 
near  the  middle  of  the  narrower  connecting  belt  and 
about  New  York  harbor.  Much  smaller  areas  of  dense 
population  are  found  between  Pittsburg  and  Cleveland, 
between  Columbus  and  Cincinnati,  and  about  Albany. 
Nowhere  else  in  the  country  were  more  than  two  con¬ 
tiguous  counties  each  with  a  density  of  loo. 

A  rough  attempt  approximately  to  determine  the 
density  of  population  of  the  wards  of  the  various  cities 
of  the  country,  has  been  made  in  the  eleventh  census  by 
a  comparison  of  the  number  of  people  with  the  number 
of  dwellings.  Measured  by  this  standard,  the  fourteen 
most  crowded  wards  in  the  United  States  are  all  in  New 
York  city,  and  of  the  twenty-eight  wards  having  over 
fifteen  persons  to  a  dwelling,  twenty  are  in  New  York 
City,  one  in  Brooklyn,  and  two  in  Hoboken. 

A  map  representing  the  density  of  population  in  the 
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United  States  by  counties,  has  been  prepared  on  a  plan 
somewhat  different  from  that  followed  by  the  census 
office.  The  county  lines  are  followed  carefully  in  every 
case,  the  urban  population  is  always  included,  and  each 
county  thus  made  a  unit,  a  somewhat  larger  number  of 
groups  is  introduced,  and  the  results  are  always  verifiable 
from  the  official  sources. 

Discussion. 

Professor  Mayo-Smith  :  I  wanted  to  say  just  a  word, 
and  that  is  in  the  way  of  thanks  to  Professor  Willcox  for 
this  minute  and  very  laborious  criticism  of  certain 
aspects  of  the  census,  and  I  speak  of  it  because  it  seems 
to  me  that  it  marks  a  direction  of  work  which  the  scien¬ 
tific  men  interested  in  sociolog>’  and  economics  in  the 
United  States  will  be  obliged  to  pursue  in  a  much  greater 
fullness  than  they  are  doing  now.  The  facts  in  regard 
to  the  areas  of  the  states  and  counties  astound  me,  that 
in  a  great  undertaking  like  our  census,  with  the  millions 
of  money  we  have  spent  and  with  an  apparently  easy 
thing  to  ascertain,  according  to  Professor  Willcox’s  criti¬ 
cism,  the  result  falls  so  far  short  of  what,  in  any  natural 
science  or  applied  science,  would  be  absolutely  demanded. 
What  Professor  Willco.x  has  shown  in  regard  to  the  areas 
and  average  population  struck  me  in  a  great  many  other 
directions  in  the  publications  of  the  eleventh  census. 
P'or  instance,  in  the  first  volume  of  the  publication,  the 
superintendent  makes  the  assertion,  wdiicli  is  commonly 
made,  that  the  excess  of  males  in  the  population  of  the 
United  States  is  due  to  immigration.  I  had  occasion  to 


120  American  Economic  Association  Hand-Book. 

set  some  of  my  students  at  work  analyzing  the  relation 
of  the  sexes,  simply  as  a  statistical  exercise,  and  they 
took  different  classes.  Among  the  foreign  born  in  the 
United  States  they  found  naturally  a  great  excess  of 
males,  but,  curiously  enough,  when  they  came  to  ex¬ 
amine  the  native  born  of  foreign  parents,  that  is,  children 
of  the  immigrants  born  on  this  side,  they  found  also  a 
great  excess  of  males.  Still  further,  among  the  native 
born  of  native  parents,  there  is  also  an  e.xce.ss  of  males. 
The  result  of  a  little  minute  inquiry  was  to  invalidate 
the  statement  of  the  census.  That  is  not  scientific. 
That  does  not  stand  the  test  of  scientific  investigation. 

Another  little  thing  came  to  my  notice.  In  another 
part  of  that  volume  the  superintendent  says,  the  distri¬ 
bution  of  the  children  of  the  immigrants  through  the 
United  States,  that  is,  of  the  second  generation  of  the 
immigrants,  is  the  same  as  the  distribution  of  the  im¬ 
migrants  themselves — makes  that  bald  assertion.  I  put 
one  of  my  students  at  work  at  that  to  see  if  it  was  true, 
and  he  analyzed  the  different  states  in  the  distribution 
of  the  .second  generation  of  the  immigrants,  and  he 
found  the  statement  was  simply  not  true ;  it  was  in¬ 
accurate. 

Now,  in  regard,  Mr.  President,  to  the  areas  of  certain 
counties  in  the  United  States,  I  do  not  suppose  that  it  is 
a  matter  of  ver>'  great  importance  in  itself  whether  the 
area  is  .short  or  in  e.\ce.s.s.  In  regard  to  the  proportion 
of  males  to  females,  that,  perhaps,  is  not  a  matter  of 
very  great  social  concern  in  the  United  States,  jis  to  the 
cause  to  which  it  is  due.  But  there  are  certain  data  in 
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the  census  which  are  made  the  basis  for  a  great  deal  of 
sociological  reasoning,  and  which  more  than  that  are 
made  the  basis  of  the  advocacy  of  changes  of  the  most 
far-reaching  consequences  to  the  people  of  the  United 
States.  I  cite  a  case  that  has  come  before  us  lately,  that 
is,  in  regard  to  the  change  in  the  standard.  A  great 
deal  of  this  whole  question  about  the  standard  of  value 
depends  upon  our  statistics  of  the  private  indebtedness 
of  the  people  of  the  United  States.  We  have  had  an  in¬ 
vestigation  of  that  .sort  by  Mr.  George  K.  Holmes.  I 
know  he  is  a  very  conscientious  man,  an  honest  man,  a 
.scientific  man,  and  he  has  done  the  very  best  he  can ; 
but  to  think  that  such  changes  as  we  are  considering  in 
regard  to  our  monetary  unit  should  be  made  practically 
to  rest  upon  the  investigations  of  one  man,  which  have 
not  been  criticized  or  analyzed  by  other  people,  but 
which  are  accepted  practically  on  his  authority,  it  seems 
to  me  that  that  is  a  condition  of  things  which  will  only 
lead  to  confusion  in  sociological  reasoning  and  which 
will  certainly  lead  to  di.saster  in  politics. 

Profe.ssor  Willard  Fisher :  There  is  one  point  about 
which  I  .should  like  to  question  the  speaker.  I  under¬ 
stood  him  to  .say  that  the  limit  of  error  in  the  area  of 
the  counties  is  five  per  cent.,  and  then  that,  in  all  prob¬ 
ability,  the  limit  of  error  for  larger  areas  is  greater.  It 
.seems  to  me  that  w’ould  depend  altogether  upon  the 
methods  followed  in  determining  the  areas  of  the  larger 
units.  If  the  area  of  the  larger  unit  is  determined  inde¬ 
pendently  of  the  minor  units,  then  I  should  be  inclined 
to  agree  with  him.  But  if  the  areas  of  the  larger  units 
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are  determined  by  a  combination  of  previously  deter¬ 
mined  areas  for  the  minor  units,  then,  there  will  be  a 
tendency  that  errors  should  neutralize  each  other,  and 
the  limit  of  error  will  vary  inversely  as  the  square  root 
of  the  number  of  observations. 

Professor  Willcox :  Mr.  President,  in  answer  to  the 
question,  the  facts,  so  far  as  I  have  got  at  them,  are  sub¬ 
stantially  these.  A  statement  of  the  areas  of  the  states 
and  territories  and  of  the  counties  in  1880  was  made  in 
a  census  bulletin  issued  iu  connection  with  the  tenth 
census.  To  that  bulletin  I  have  not  been  able  to  get 
access  but  its  figures  for  the  states  and  territories  are 
substantially  reproduced  in  the  first  volume  of  the  tenth 
census.'  Now  the  figures  of  area  in  1890  for  the 'states 
and  territories,  with  one  trifling  exception,  were  the 
exact  duplicates  of  those  figures  as  given  in  1880.  We 
are  told,  however,  that  in  the  interim  the  areas  of  the 
counties  as  published  by  the  tenth  census  have  been 
thoroughly  examined  and  revised,  although  the  areas  of 
the  states  and  territories,  have  in  no  instance  been  modi¬ 
fied.  The  area  of  each  state  or  territory  then,  has  been 
taken  as  a  fixed  quantum,  and  the  counties  within  it 
have  been  remeasured  and  corrected,  but  in  such  a  way  as 
not  to  modify  the  total.  I  have  no  doubt  that  in  this 
manner  very  material  corrections  have  been  made ;  in  fact, 
I  know  of  a  few,  but  it  is  not  true,  as  has  been  apparently 
assumed  in  the  question,  that  the  total  area  of  each  state 
and  territory  was  found  by  summing  the  corrected  areas 
of  the  counties  but  rather  reversely,  that  the  area  of  the 
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whole  was  taken  as  a  fixed  point,  and  the  areas  of  the 
counties  corrected  from  that  basis. 


Some  Unpublished  Letters  of  David  Ricardo. 

BY  J.  H.  HOLLANDEK,  PH.D.,  JOHN  HOPKINS  UNIVERSITY. 

The  correspondence  of  David  Ricardo,  discovered  in 
England  during  the  past  summer,  comprises  some 
seventy  letters,  and  is  composed  in  the  main  of  two  dis¬ 
tinct  collections.  The  first  group  consists  of  twenty-four 
letters  w'ritten  between  the  years  1820  and  1823,  and 
addressed  to  Hutches  Trower,  a  Surrey  landholder  and 
an  intimate  friend  of  Ricardo.  Of  the  twenty-four  let¬ 
ters,  twenty-two  are  from  the  pen  of  Ricardo  himself. 
The  remaining  two  are  written  by  his  son-in-law,  An¬ 
thony  Austin,  and  acquaint  Trower  with  the  sudden 
illness  and  unexpected  death,  respectively,  of  the  econ¬ 
omist. 

The  second  collection  consists  of  the  missing  corres¬ 
pondence  of  Ricardo  with  J.  R.  McCulloch.  The  word 
“missing”  .seems  warranted  by  the  frequent  evidence  in 
economic  writing  of  the  existence  of  such  correspon¬ 
dence,  of  which  the  interesting  citations  from  letters  “  to 
one  of  his  friends  ”  in  McCulloch’s  sketch  of  Ricardo, 
are  perhaps  the  most  familiar  instance.  The  collection 
comprises  forty  letters  addre.ssed  by  Ricardo  to  McCul¬ 
loch  ;  certain  critical  memoranda,  two  letters  of  Ricardo 
to  Malthus,  and  one  of  Malthns  to  Ricardo — transmitted 
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as  enclosures,  and  the  original  letter  of  James  Mill  to 
McCulloch,  communicating  the  circumstances  of  Ricar¬ 
do’s  death.  In  addition  to  the  Trower  and  the  McCul¬ 
loch  collections,  several  single  letters  have  been  found, 
including  one  of  some  personal  interest  written  to 
Jeremy  Bentham  in  i8ii. 

It  has  been  possible  to  trace  with  some  certainty  the 
history  of  the  two  collections.  The  letters  to  Trower 
were  presented  to  University  College  in  1844  by  Mrs. 
Trower,  through  the  offices  of  Mr.  George  Bellas  Green- 
ough,  an  associate  of  Ricardo  and  a  member  of  the 
council  of  University  College.  They  have  since  re¬ 
mained  in  their  present  repository.  The  letters  to  Mc¬ 
Culloch  passed,  at  the  death  of  McCulloch  in  1864,  into 
the  hands  of  his  executors,  thence  into  the  possession  of 
Mr.  Hugh  G.  Reid,  the  last  survivor  of  this  body  and 
for  many  years  the  secretary  of  McCulloch.  In  April, 
1894,  the  collection  was  presented  by  Mr.  Reid  to  the 
British  Museum. 

The  letters  to  Trower  were  found  by  the  present 
writer  incidental  to  an  examination  of  the  economic  col¬ 
lection  of  University  College,  made  at  the  suggestion  of 
representatives  of  the  Ricardo  family.  The  letters  to 
McCulloch  were  traced  into  the  possession  of  Mr.  Reid 
and  thence  to  their  present  resting  place.  Both  collec¬ 
tions  are  now  in  preparation  for  publication,  the  British 
Economic  Association  having  undertaken  the  publica¬ 
tion  of  the  letters  to  Trower,  and  the  letters  to  McCul¬ 
loch  forming  the  subject  of  a  forthcoming  monograph  of 
the  American  Economic  Association. 


Some  Unpublished  Letters  of  David  Ricardo.  125 

The  general  character  of  the  letters  to  Trower  may  be 
described  as  a  correspondence  with  a  personal  friend, 
well  informed  in  economic  matters,  in  general  but  not  in 
entire  sympathy  with  the  economic  and  political  thought 
of  his  correspondent,  but  desirous  of  remaining  in  touch 
with  his  further  activities.  The  early  letters  are  largely 
a  vindication  of  certain  phases  of  Ricardo’s  thought  from 
the  criticisms  of  Malthus  and  Trower,  The  more  con¬ 
siderable  part  of  the  correspondence  centers  in  the 
parliamentary  activity  of  Ricardo. 

The  letters  to  McCulloch  are  concerned  with  eco¬ 
nomic  discussion  rather  than  with  personal  activities, 
for  actual  acquaintance  was  the  result  not  the  occasion 
of  the  correspondence.  The  earlier  letters  are  in  ac¬ 
knowledgment  of  successive  products  of  McCulloch’s 
ready  pen.  Regular  correspondence  followed  McCul¬ 
loch’s  unqualified  acceptance  in  1818  of  Ricardo’s 
thought,  indicated  by  laudatory  notices  in  the  Edinburgh 
Rcinciv  of  the  “  Principles  of  Political  Economy  and 
Taxation  ”  and  “  Proposals  for  an  Economical  and  Se¬ 
cure  Currency.”  Thereafter  the  letters  follow  in  natural 
sequence,  and  constitute  a  running  commentary  upon 
the  economic  thought  and  writing  of  the  two  men  from 
1818  to  1820. 

The  value  of  this  new-found  correspondence  consists 
in  the  added  light  thrown  upon  the  activity  and  person¬ 
ality,  the  parliamentary  career,  and  the  economic  thought 
of  Ricardo.  The  letters  are  in  no  sense  revolutionary. 
The  extent  of  Ricardo’s  formal  treatises  is  too  great  to 
make  such  a  result  possible.  But  it  is  the  very  character 
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of  this  writing  which  renders  his  informal  comment 
peculiarly  valuable,  and  it  is  in  this  direction,  as  well  as 
in  making  possible  a  more  vivid  realization  of  the  activ¬ 
ity  and  personality  of  the  writer,  that  these  unpublished 
letters  of  Ricardo  are  interesting  to  the  student  and 
essential  to  the  specialist. 


The  Formulation  of  Normal  Law’.s  with  Especial 
Reference  to  the  Theory  of  Utility. 

BY  PROFKSSOR  S.  N.  FATTEN,  UNIVERSITY  OF  PENNSYLVANIA. 

The  paper  contains  an  attempt  to  show  the  changes 
which  the  theory  of  marginal  utility  has  wrought  in 
economic  theories.  Perhaps  the  most  prominent  of 
these  is  the  emphasis  of  the  momentary  forces  which  de¬ 
termine  market  values.  This  tendency  has  gone  along 
with  and  is  in  part  the  cause  of  a  strong  inclination  to 
discard  the  old  normal  laws  and  the  concept  of  a  normal 
economic  man. 

Taken  by  itself,  the  theory  of  marginal  utility  would 
aid  a  movement  away  from  the  concept  of  an  economic 
man.  It  allows  and  demands  a  more  careful  considera¬ 
tion  of  the  feelings  and  motives  of  individuals  than  a 
rigid  application  of  the  older  economic  theories  per¬ 
mitted.  When  subjective  standards  displace  objective 
standards,  the  peculiarities  of  individual  men  naturally 
receive  more  emphasis  than  the  common  qualities  which 
the  economic  man  repre.sents. 
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It  should  not,  however,  be  forgotten  that  the  theory 
of  marginal  utility  is  but  a  corollary  of  the  older  theory 
of  utility  which  Bentham  formulated.  The  newer 
theory  has  revolutionized  the  theory  of  value  because 
market  values  are  the  outcome  of  the  play  of  momentary 
forces.  In  this  field  the  older  concepts  of  the  science 
are  of  subordinate  interest  and  must  be  reconstructed  in 
harmony  with  later  developments.  There  are,  however, 
many  parts  of  the  science  where  these  momentarj'  forces 
are  of  less  importance.  This  is  especially  true  of  prob¬ 
lems  in  the  theory  of  prosperity  where  two  epochs  or 
ages  are  compared.  The  theory  of  marginal  utility  has 
thrown  little  light  on  this  part  of  economic  theory  and 
in  it  normal  laws  and  the  concept  of  an  economic  man 
are  as  useful  as  ever.  As  the  interest  in  the  broader 
problems  of  our  civilization  increases  economists  will  be 
forced  to  resort  again  to  the  older  theory  of  utility  and 
to  base  their  deductions  011  it  rather  than  on  the  theory 
of  marginal  utility.  The  older  concepts  of  the  science, 
including  that  of  an  economic  man  will  in  this  way  ac¬ 
quire  a  new  importance,  and  by  their  aid  economics  can 
be  brought  into  closer  relations  to  the  other  social 
sciences  than  it  now  is. 

Discussion. 

Professor  Ross :  I  agree  with  Professor  Patten  that  • 
the  bearing  of  the  theory  of  marginal  utility  has  been 
overestimated  and  that  its  limitations  will  be  more  and 
more  recognized.  The  discussion  of  the  standard  of  de¬ 
ferred  payment  began  about  three  years  ago,  and  at  that 
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time  there  was  not  injected  into  it  the  principle  of 
marginal  utility.  The  discussion  then  related  to  the 
proper  destination  of  the  surplus  due  to  industrial  pro¬ 
gress.  Soon  the  discussion  was  thrown  over  into  the 
subjective  sphere  and  was  there  pursued  by  several 
writers,  but  I  think  the  opinion  is  that  it  has  been  with¬ 
out  any  positive  results.  It  seems,  therefore,  that  the 
problem  now,  as  at  the  beginning  relates  to  the  proper 
destination  of  the  surplus  attending  industrial  progress, 
and  has  nothing  to  do  with  the  theory  of  marginal 
utility. 

Another  comment  occurs  to  me,  in  view  of  Professor 
Patten’s  well  known  attitude  towards  sociology.  He 
thinks  that  the  theory  of  utility,  rather  than  that  of 
marginal  utility,  is  to  prove  serviceable  because  we  do 
not  need  to  take  into  account  all  manner  of  men,  seeing 
that  society  establishes  the  normal  type  of  men.  Now, 
ought  he  not  to  recognize  right  there  a  place  for  some 
science  dealing  with  the  shaping  power  of  society  over 
the  individual  ?  Above  the  individual  is  a  great  over¬ 
arching  edifice  of  social  influence  and  social  control,  and 
only  within  this  structure  has  he  freedom  to  choose  ac¬ 
cording  to  the  principle  of  utility.  Now,  it  seems  to  me 
that  the  study  of  this  belongs  not  to  the  economist  but 
to  the  sociologist. 

Professor  W.  G.  Langworthy  Taylor :  I  heartily 
agree  with  Professor  Patten  about  the  normal  man,  but 
I  cannot  follow  him  to  the  extent  that  some  different 
conception  should  govern  us  iu  time,  from  that  which 
governs  us  at  the  moment  in  matters  of  exchange.  Dr. 
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Ross  said  that  the  contention  has  been  in  recent  liter¬ 
ature  about  the  distribution  of  the  surplus.  His  concep¬ 
tion  appears  to  be  that  there  is  a  surplus  in  society  which 
is  exempt  from  the  laws  of  vahie.  It  seems  to  me  that 
this  surplus,  being  a  common  mass  with  the  rest  of 
society’s  products,  is  contended  for  by  orders  of  producers 
in  exactly  the  same  way  as  any  other  portion  of  the  ex¬ 
isting  wealth  in  society,  namely,  according  to  the  laws 
of  value.  If  we  have  once  established  laws  of  value 
under  the  marginal  theory,  that  theory  can  be  extended 
to  the  distribution  of  the  surplus  and  have  effect  in 
time. 

Professor  Patten :  I  would  give  just  a  word  of  ex¬ 
planation  on  that.  If  I  said  “  different  ”  I  simply  meant 
that  in  time  relations  we  had  additional  elements.  It 
has  got  to  have  a  broader  basis.  It  is  not  that  I  want 
to  set  the  two  things  over  against  each  other,  but  merely 
that,  as  economists,  if  we  are  going  to  follow  the  lines 
that  we  have  started  here  in  America,  we  must  be 
broader  in  our  conception  of  those  respective  values. 

Professor  Sherwood  :  It  seems  to  me  that  this  appli¬ 
cation  of  the  theory  of  utility  and  the  theory  of  margins, 
or  of  marginal  utility  in  particular,  is  nothing  more  than 
a  certain  form  of  thought,  and  that  it  is  perfectly  pos¬ 
sible  to  study  not  only  certain  phenomena  of  the  market, 
but  to  study  all  phenomena  of  society  from  this  stand¬ 
point,  and  for  this  reason,  that  with  whatever  conditions 
the  individual  is  confronted  and  whatever  the  social 
forces  which  shape  the  life  of  the  individual  and  his 
9 
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action,  the  actual  choice  of  the  individual,  or  if  that 
word  is  not  correct,  the  actual  course  of  action  of  the  in¬ 
dividual,  may  be  expressed  in  terms  of  the  utility  to  the 
individual  of  the  result  of  different  lines  of  action.  It 
may  be  said  that  the  social  control,  the  power  of  society, 
compels  the  individual  to  do  this  and  this.  That  is  true, 
but  can  not  this  be  expressed  in  terms  of  the  utility  to 
the  individual  of  the  consequences  of  that  course  of 
action  ?  If  the  mastery  of  society  over  the  individual 
amounts  to  such  a  control  that  life  becomes  intolerable — 
I  go  to  even  that  extreme — we  may  express  in  terms  of 
utility  this  condition  which  confronts  the  individual. 
And  if  it  is  intolerable,  the  motives  which  drive  a  man 
to  suicide,  out  of  the  society,  out  of  the  life,  this  is  also 
capable  of  being  expressed  in  terms  of  utility,  or  of  a 
negative  utility  if  you  choose. 


Pawn  Shops  as  Studied  in  Cincinnati. 

BY  H.  A.  MILLIS,  INDIANA  UNIVERSITY. 

The  growth  of  large  cities  is  having  a  great  influence 
upon  our  banking  system.  In  a  simpler  civilization  a 
man  did  not  need  to  borrow  often,  and  when  he  did  bor¬ 
row  it  was  from  an  acquaintance.  Now  nearly  every 
man  must  sometime  in  his  life  borrow  money.  The  few 
rich  and  well-known  men  can  get  it  from  the  general 
banks;  the  owners  of  real  estate  from  building  loan 
associations  or  some  other  agency  making  loans  upon 
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real  estate ;  but  the  great  majority  of  the  city’s  popula¬ 
tion,  being  neither  well-known  nor  owning  real  estate, 
is  compelled  to  go  to  the  pawn  shop  or  to  the  mortgage 
loan  agency  and  get  its  loans  by  pledging  personal 
property. 

The  state  of  Ohio  a  few  years  ago  passed  a  law  regu¬ 
lating  the  pawnbroking  business.  The  pawnbroker 
must  register  each  transaction,  noting  the  number  of  the 
ticket  given,  a  description  of  the  article  given  in  pledge, 
the  amount  of  the  loan  made,  the  time  at  which  it  was 
made,  and  to  whom  made.  A  daily  report  giving  these 
points  is  filed  with  the  chief  of  police.  The  law  also 
prohibits  loaning  upon  pledge  to  minors,  feeble-minded 
or  intoxicated  persons,  and  criminals.  This  law,  en¬ 
forced  as  it  is,  well  regulates  the  business  in  most  re¬ 
spects.  But,  rather  curiously,  the  state  does  not  regulate 
the  interest  charges  at  all. 

In  Cincinnati  the  interest  charges  are  not  uniform  and 
are  very  inequitable.  The  rates  are  from  three  to  ten 
per  cent,  per  month  (and  in  some  cases  still  higher), 
varying  according  to  the  amount  of  the  loan  and  to 
whom  it  is  made.  Custom  has,  in  a  way,  fixed  the  rates 
at  ten  per  cent,  per  month  on  loans  less  than  $20,  five 
per  cent,  on  those  between  $20  and  $50,  and  three  per 
cent,  on  those  above  $50.  But  this  scale  is  not  always 
adhered  to.  The  old  customers  and  acquaintances  of 
the  pawnbroker  can  get  loans  on  fairly  easy  terms,  while 
the  strangers  and  the  “  hardest  up  ”  have  to  pay  extor¬ 
tionate  rates. 

This  brings  several  questions  before  us.  The  two 
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most  important  are — are  not  these  rates  entirely  too 
high?  and  cannot  something  be  done  to  make  them 
more  equitable? 

At  first  it  seems  the  rates  are  too  high,  but  upon  closer 
examination  it  is  seen  to  be  doubtful  if  the  business 
could  be  carried  on  with  a  much  lower  rate.  Foreign 
countries  having  municipal  pawn  shops  charge  from  four 
to  fifteen  per  cent,  per  year.  But  we  cannot  adopt 
these  rates  for  the  business  of  our  pawnbrokers  is  not  so 
large  and  they  do  not  have  a  monopoly.  Municipal 
pawn  shops  could  charge  less,  but  our  public  is  not  yet 
ready  for  these. 

We  might,  however,  regulate  the  charges  to  be  made 
in  such  a  way  as  to  make  them  more  equitable,  and  at 
the  same  time  much  lower  for  the  great  majority  of 
pawners,  the  poorer  classes  who  get  the  small  loans, 
without  very  materially  affecting  the  business  of  the 
pawnbroker. 

Discussion. 

Dr.  Lindsay :  In  Pennsylvania,  the  pawn  shops  are 
allowed  to  charge  5^  ^  per  month,  but  that  law  is  not 
enforced.  I  would  like  to  ask  the  speaker  how  a  law 
regulating  the  maximum  charges  can  be  properly  en¬ 
forced.  Another  question  that  arises  is  how  to  make 
pawn  shops  of  any  value  from  a  philanthropic  point  of 
view.  The  New  York  experiment  has  been  very  con¬ 
servative  in  the  matter  of  taking  goods,  taking  only  a 
certain  class  of  goods,  and  equally  conservative  in  the 
amounts  loaned.  In  New  York  the  pawnbrokers  are 
not  allowed  to  sell  unredeemed  goods  over  the  counter. 
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Therefore  an  appraiser  has  to  value  an  article  at  what 
it  will  bring  at  an  auction  sale.  The  New  York  associa¬ 
tion  then  loans  90  ^  of  the  appraiser’s  valuation.  The 
people  who  are  actually  using  the  New  York  Provident 
Loan  Association  are  not  the  most  needy  people.  They 
are  often  people  who  could  probably  obtain  loans  in 
other  ways,  and  the  poor  people  who  have  very  little  to 
offer  for  security  are  not  helped  in  that  way.  The 
Massachusetts  scheme,  however,  has  helped  this  class. 
It  began  under  peculiar  circumstances.  The  Massa¬ 
chusetts  state  law  enabled  that  society  to  operate  on  a 
chattel  mortgage  plan.  That  is  not  the  case  in  Penn¬ 
sylvania,  and  although  we  had  an  association  formed 
there,  and  capital  subscribed  amounting  to  about  $70,- 
000,  we  had  to  petition  the  legislature  for  a  piece  of 
special  legislation  before  we  could  undertake  anything 
approaching  the  chattel  mortgage  plan,  and  the  legis¬ 
lature  did  not  grant  the  request. 

Mr.  Minis :  When  I  suggested  that  the  maximum 
rate  might  be  fixed  by  law,  I  referred  to  Cincinnati  and 
Ohio,  where  they  already  have  the  pawn  shops  under 
police  supervision.  The  pawnbroker  has  to  make  a 
daily  report  to  the  chief  of  police,  and  it  would  not  be 
very  tnnch  more  trouble  to  put  down  the  amount  of  the 
loan  made  and  the  charges,  and  since  they  are  under 
police  supervision,  I  think  it  could  be  enforced  very 
well. 
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The  Fallacy  of  Saving. 

BY  HBNRY  R.  SBAGER,  PH.D.,  UNIVERSITY  OF  PENNSYLVANIA. 

The  “  fallacy  of  saving  ”  is  a  phrase  which  certain 
recent  writers  have  employed  to  express  the  thought 
that  the  unregulated  saving  of  individuals  has  disastrous 
social  consequences.  They  repudiate  the  notion  that 
universal  thrift  can  be  a  remedy  for  social  ills. 

The  classical  theory  of  saving  depended  for  its  validity 
upon  the  identification  of  capital  with  the  wages  fund. 
Saving  meant  simply  increasing  the  size  of  the  wages 
fund.  What  capitalists  saved,  laborers  consumed,  and 
thus  the  balance  between  consumption  and  production 
was  always  maintained.  Over-production  was  impos¬ 
sible. 

Such  a  simple  theory  is  no  longer  tenable.  Modern 
analysis  identifies  capital  with  the  instruments  of  pro¬ 
duction.  Saving  involves  permanent  additions  to  the 
fund  of  productive  wealth  and  such  additions  may  con¬ 
ceivably  lead  to  over-production. 

Orthodox  political  economy  denies  that  over-produc¬ 
tion  actually  will  result.  In  the  first  place  it  recognizes 
that  a  certain  amount  of  saving  is  necessary  to  maintain 
intact  the  existing  fund  of  productive  wealth,  inroads 
into  which  are  constantly  being  made  through  (i)  the 
destruction  of  capital  due  to  accident,  miscalculation, 
and  fraud,  and  (2)  the  over-spending  of  individuals. 
Moreover,  (3)  a  growing  population  calls  for  an  increas¬ 
ing  fund  of  capital  unless  the  efficiency  of  the  industrial 
mechanism  is  to  be  reduced.  If  saving  is  carried  beyond 


The  Fallacy  of  Saving. 


135 


the  limits  set  by  these  normal  needs  of  the  industrial 
organism,  the  result,  according  to  the  common  analysis, 
will  be  to  lower  the  rate  of  interest.  This  lower  charge 
for  the  use  of  capital,  reduces  the  expenses  of  production 
and  results  in  a  general  fall  in  the  prices  of  commodities. 
The  checks  to  over-saving  and  over-production  upon 
which  political  economy  relies,  are  thus,  two :  (i)  a  fall 
in  the  rate  of  interest  which  will  check  accumulation  by 
weakening  the  motives  to  saving ;  (2)  a  fall  in  prices 
which  will  stimulate  consumption  to  keep  pace  with  the 
increased  production. 

The  critics  alluded  to  question  the  efficiency  of  these 
checks  and  maintain  (i)  that  increasing  the  stock  of 
capital  leads  to  increased  speculation  rather  than  to  a 
lower  rate  of  interest,  and  (2)  that  lower  interest  charges 
are  not  reflected  in  lower  retail  prices  but  lead  only  to 
increased  extravagance  on  the  part  of  retailers  in  adver¬ 
tising,  etc.  Since  the  volume  of  consumption  can  only 
be  affected  through  changes  in  retail  prices,  they  con¬ 
clude  that  increased  production  due  to  increased  capital 
w'ill  not  find  an  outlet  iu  increased  consumption. 

For  these  reasons,  they  assert  that  capital  may  be  ac¬ 
cumulated  in  excess  of  the  needs  of  the  industrial  organ¬ 
ism  for  productive  wealth,  and  that  consumer’s  goods 
may  be  produced  in  excess  of  the  effective  consuming 
will  of  the  community.  That  these  phenomena  actually 
arise  they  regard  as  conclusively  demonstrated  by  the 
repeated  occurrence  of  commercial  panics  and  biisiness 
depressions. 

This  analysis,  overlooks  certain  important  considera- 
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tions.  In  the  first  place,  although  it  is  undoubtedly  true 
that  increasing  the  fund  of  capital  encourages  specula¬ 
tion  at  the  same  time  that  it  forces  down  interest,  yet 
this  does  not  modify  the  conclusion  that  adding  to 
capital  automatically  sets  in  activity  causes  tending  to 
substract  from  capital.  Increased  speculation  means 
simply  an  increased  proportion  of  losing  investments  and 
hence  of  positive  destruction  of  capital.  It  acts  there¬ 
fore  as  a  direct  check  to  the  excessive  stimulation  of 
productive  wealth  just  as  a  lower  rate  of  interest  acts  as 
an  indirect  check  through  its  influence  on  the  motives 
which  lead  to  saving. 

Secondly,  it  is  not  true  that  a  lower  rate  of  interest  is 
not  reflected  in  lower  retail  prices.  Although  retail 
prices  respond  less  rapidly  than  wholesale  prices  to 
changes  in  the  expenses  of  production,  yet  observation 
and  statistics  both  conform  the  opinion  that  they  do  fall 
as  wholesale  prices  fall. 

The  fact  that  more  is  now  spent  for  advertising  pur¬ 
poses  than  formerly,  does  not  mean  that  competition  be¬ 
tween  retail  dealers  no  longer  acts  through  prices.  Con¬ 
sumers  can  afford  to  pay  larger  advertising  bills  because 
in  this  way  they  concentrate  production  and  reduce  its 
expenses  to  a  minimum. 

Moreover,  the  tendency  at  present  seems  to  be  rather 
in  the  direction  of  more  effective  price  competition  be¬ 
tween  retail  dealers  than  in  the  reverse  direction.  This 
tendency  shows  itself  in  the  increasing  number  of  large 
department  stores  which  supply  all  kinds  of  articles  to 
consumers  and  content  themselves  with  a  narrow  margin 
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of  profit  of  large  sales.  It  appears  also  in  the  increasing 
number  of  cooperative  distributive  stores  which  bridge 
over  the  gnlf  separating  prodncers  and  consumers  and 
enable  the  latter  to  reap  the  advantages  of  any  increase 
in  the  efficiency  of  the  former. 

Snell  statistics  as  we  have,  contradict  the  theory  that 
retail  prices  do  not  fall  in  response  to  reductions  in 
wholesale  prices.  The  report  compiled  by  Professor 
I'alkner  for  the  finance  committee  of  the  Senate,  on 
wholesale  and  retail  price  variations  in  this  country', 
shows  that  during  the  years  1889  to  1891,  wholesale 
prices  fell  on  an  average  .33  of  one  per  cent.,  while  re¬ 
tail  prices  fell  .64  of  one  per  cent.  A  detailed  examina¬ 
tion  of  the  report  shows  that  retail  prices  fell  very  gen¬ 
erally  as  wholesale  prices  fell,  but  that  they  responded 
less  readily  to  a  rise  in  wholesale  prices. 

The  strongest  proof  adduced  in  support  of  the  view 
that  over-saving  and  over-production  occur,  however,  is 
the  existence  of  commercial  panics.  Such  disturbances 
are  said  to  be  due  to  over-production.  Obviously,  over¬ 
production,  if  it  did  not  occur  would  result  in  business 
panic.  As  a  matter  of  fact,  a  careful  study  of  the  more 
important  panics  of  recent  times,  reveals  other  more 
probable  causes. 

There  are  always  slight  discrepancies  between  produc¬ 
tion  and  consumption  in  particular  parts  of  the  industrial 
field.  A  panic  arises  when  these  particular  discrepancies 
are  aggregated  and  a  serious  lack  of  adjustment  between 
producing  power  and  consuming  ability  results. 

This  may  be  brought  about  by  a  change  of  tariff 
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policy,  a  flurry  in  credits,  a  foreign  war,  a  domestic  crop 
failure,  or  any  other  of  a  great  many  causes  which  have 
in  times  past  singly  or  together  brought  about  industrial 
disturbances. 

If  panics  are  due  to  over-saving  and  over-production, 
it  behooves  the  exponents  of  this  view  to  show  that 
these  phenomena  really  preceded  any  important  panic. 
This  they  have  failed  to  do. 

Disctission. 

Professor  Bemis:  This  paper  appears  to  admit  the 
theoretical  possibility  of  too  much  saving — a  notable 
admission,  which  I  will  not  here  discuss — but  holds  that 
it  would  not  be  likely  to  occur,  because,  in  varioxis  ways, 
saving  will  be  checked. 

Instead  of  the  fall  in  interest  diminishing  saving, 
however,  as  contended  in  the  paper,  saving  may  be  even 
stimulated  by  a  desire  to  retain  a  fixed  income  and  by 
the  development  of  foresight  and  of  the  desire  for  social 
prestige  and  power.  Dr.  Seager  also  holds  that  saving 
will  be  checked  by  increased  consumption  by  the  masses 
as  their  w’ages  rise  or  prices  fall.  But  in  the  manufac¬ 
turing  industries,  statistics  of  the  last  two  censuses,  per¬ 
haps  not  very  reliable,  quoted  by  Carroll  D.  Wright  in 
his  recent  work  on  the  Evolution  of  Industry  in  the 
United  States,  appear  to  indicate  that  wages  are  becom¬ 
ing  a  less  and  less  proportion  of  the  product,  because,  in 
spite  of  the  fall  in  interest  rates  there  has  been  a  rapid 
rise  in  "capital  per  worker.  This  antagonizes  the  fa¬ 
mous  claim  of  Bastiat  and  Atkinson  that  labor  gets  an 


Cost,  Singular  and  Plural. 


139 


increasing — relative  as  well  as  absolute — share  of  the  in¬ 
creasing  product  and  would  lead  to  the  conclusion  that 
the  wage  worker  can  hardly  increase  his  consumption 
enough  to  answer  Dr.  Seager’s  anticipations,  if  I  under¬ 
stood  him  aright. 


Cost,  Singular  and  Plural. 

BY  PROFESSOR  W.  G.  EANGWORTHY  TAYEOR,  UNIVERSITY  OF 
NEBRASKA. 

My  observations  run  along  similar  lines  to  those  of 
Professor  Patten  of  yesterday  afternoon,  and  are  motived 
by  a  somewhat  similar  stimulus,  namely  :  expressions  in 
current  literature  derogatory  of  the  usefulness  of  the 
marginal  theory  of  value — expressions  which  have  mag¬ 
nified  the  cleft  that  can  be,  perhaps,  introduced  into  that 
subject,  so  as  to  go  almost  to  the  extent  of  denying  the 
possibility  of  generalization  in  economic  theory’ — and 
actually  reaching  the  conclusion  that  the  only  solution 
of  the  question  of  deferred  payments  lies  in  considering 
which  classes  in  the  community  it  is  expedient  to  favor. 
Now  of  course  that  is  very  different  from  the  ordinary 
concept  of  an  economic  norm,  or  economic  law.  An 
economic  norm  should  be  such  a  rule  that  while  it  does 
not,  perhaps,  favor  the  immediate  interests  of  different 
persons,  as  viewed  by  those  persons  themselves  for  the 
moment,  at  the  same  time  it  is  a  rule  which  ultimately 
and  in  the  long  run  is  for  the  greatest  benefit  of  each 
and  of  all.  Of  course  that  would  be  hard  to  prove  ab- 
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solutely  and  yet  I  believe  that  it  is  so.  The  first  part  of 
my  paper  then  is  upon  the  relativity  of  cost.  I  show 
that  in  all  times  there  has  been  a  popular  conception  of 
prosperity,  that  the  economic  conception  of  prosperity 
is  founded  simply  upon  the  popular  conception,  that 
economic  laws  or  economic  disctission  or  economic  rules 
— yes,  perhaps,  laws — are  simply  a  delimitation  of  popu¬ 
lar  conceptions,  and  that  the  singular  or  monadic  idea 
or  concept  of  prosperity  in  the  community  justifies  its 
use  by  its  use,  that  is,  by  its  utility.  Logically  this 
statement  is  really  nothing  but  a  statement  of  the  rela¬ 
tivity  of  truth.  If  we  are  to  compare  one  time  with  an¬ 
other  time,  it  mttst  be  by  monadic  or  solid  individual 
concepts  of  one  time  as  compared  with  another  time ; 
and  that  must  enable  us,  as  a  corrollary,  to  conceive  of 
a  total  value  at  one  time,  and  a  total  cost  at  one  time, 
and  a  total  surplus. 

In  the  second  part  of  my  paper,  I  go  on  to  justify  the 
utility  of  the  new  concept  of  value  by  showing  that 
actually,  as  a  matter  of  fact,  it  is  a  continuous  and  com¬ 
plete  concept  which  justifies  itself  by  the  fact  that  it 
unifies  ev’^ery  use  which  we  wish  to  make  of  it.  Now 
the  highest  object  of  any  investigation  is  to  make  a  sys¬ 
tem  ;  the  only  test  of  truth  is  the  resulting  in  a  system  ; 
and  if  it  can  be  shown  that  a  system  is  here  created  that 
is  more  harmonious  and  more  comprehensive  than  any 
other  system,  then  that  very  demonstration  in  itself 
proves  the  truth  of  the  unifying  instrument. 

Since  particular  costs  and  values  do  not  precisely  cor¬ 
respond  in  every  case,  it  is  necessary  to  prove  a  law  of 
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continuity  which  shall  bind  together  total  and  particular 
costs.  The  old  and  useful  concept  of  exchange  value 
fails  at  this  critical  point,  where  it  is  most  needed.  If 
we  can  regard  values  as  areas  rather  than  as  ratios,  the 
continuity  is  made  clear.  Diagrams  represent  values  as 
segmental  areas  arranged  in  circular  form.  The  varia¬ 
tions  of  the  segments  show  graphically  at  once  the  ratios 
and  the  total  areas.  It  follows  that  any  change  of 
value,  whether  due  to  cost  or  reward,  may  or  may  not 
change  total  value,  or  may  change  total  value  without 
changing  particular  values.  The  concept  of  value  is 
analyzed  into  two  concepts,  simply  for  sake  of  clearness. 


A  Symposium. — The  Sphere  of  Voluntary 
Organization  in  Social  Movements. 

PArKRS  DY  PROFESSOR  LESTER  P.  WARD,  WASHINGTON,  AND  PROFESSOR  C.  R. 

HENDERSON,  UNIVERSITY  OF  CHICAGO. 

Professor  Ward  :  All  social  organizations  may  be  re¬ 
garded  as  voluntary  except  three,  namely:  (i)  society 
itself,  (2)  the  family,  and  (3)  the  state.  Society,  in  its 
simplest  and  purest  form,  is  a  collective  state  in  which 
individuals  are  moved  to  action  by  common  sentiments, 
and  kept  together  by  unconscious  psychic  bonds  similar 
to  those  that  control  gregarious  animals. 

The  family  is  a  state  which  cannot  be  called  volun¬ 
tary,  because  some,  if  not  a  majority,  of  its  members, 
have  not  reached  the  age  of  judgment  and  choice.  It 
might  have  been  placed  first,  because,  in  one  form  or 


142  Atnericaji  Economic  Association  Hand-Book. 


another,  it  undoubtedly  constituted  both  the  basis  of 
society  and  the  state.  Finally,  the  state  must  be  ex¬ 
cluded  from  the  list  of  voluntary  organizations,  because 
membership  in  it  is  compulsory.  Every  individual 
must  belong  to  some  national  autonomy,  and  if  he  vol¬ 
untarily  quit  one  country,  he  continues  to  owe  allegiance 
to  it  until  he  transfers  his  allegiance  to  another.  E.x- 
cluding  these  three  social  organizations,  we  are  obliged 
to  class  all  others  as  voluntary,  and  the  field  is  thus 
cleared  for  their  consideration.  They  are  so  numerous 
and  varied  that  it  would  be  hopeless  to  attempt  to  de¬ 
scribe  or  even  to  enumerate  them.  Different  speakers 
will  treat  them  from  different  points  of  view.  I  will 
confine  myself  to  a  very  general  discussion  of  their  phil¬ 
osophic  significance  from  the  standpoint  of  social  eco¬ 
nomy  and  sociology. 

Looking  at  the  question  thus  fundamentally,  it  may 
be  remarked  at  the  outset  that  voluntary  social  organi¬ 
zation  is  essentially  rational,  and  is  thus  distinguished 
from  the  three  forms  of  involuntary  organization,  which 
are,  the  first  and  second  wholly,  and  the  third  mainly, 
unconscious.  While  these  latter  are  products  of  environ¬ 
mental  conditions,  and  genetically  or  spontaneously 
evolved,  the  former  are  products  of  rational  calculation, 
and  are  intentionally  or  designedly  created. 

While  the  specific  or  avowed  objects  of  voluntari- 
organization  are  manifold  and  varied,  there  is  one  gen¬ 
eral  object  not  avowed  and  rarely  recognized.  This 
general  or  fundamental  object  is  the  attainment  of 
greater  social  efficiency.  This  constitutes  one  of  the 
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chief  methods  of  social  progress.  Individuals  also  con¬ 
tribute  to  social  progress,  even  when  working  through 
no  organization,  but  neither  the  individual  working 
alone  nor  the  organized  body  aims  at  this  result.  The 
individual  seeks  only  his  own  interests,  and  the  volun¬ 
tary  association  seeks  only  the  specific  objects  set  forth 
in  the  constitution  of  the  association.  But  usually  both 
do  contribute  to  the  general  advancement  of  the  collec¬ 
tive  interests  of  society.  This  aspect  of  voluntary  or¬ 
ganization  is  as  wholly  unconscious  as  the  family,  the 
social  state  or  the  political  state.  To  this  extent  the 
general  laws  of  social  development  are  as  much  in  oper¬ 
ation  in  the  rational  cooperation  of  men  as  in  the  blind 
workings  of  psychic  influences  that  produce  family, 
social  and  political  groups. 

We  may  next  inquire  as  to  the  manner  in  which  vol¬ 
untary  organization  contributes  to  the  increase  of  social 
efficiency.  While  still  adhering  to  the  broader  view,  it 
may  be  shown  that  the  well-known  principles  of  organ¬ 
ization  in  general  for  the  purpose  of  producing  a  greater 
effect  for  the  same  expenditure  of  energy',  apply  to  social 
organization.  This  statement  in  and  of  itself  is  of  course 
a  truism,  but  taken  in  connection  with  a  long  series  of 
antecedent  steps  leading  up  to  it,  its  significance  is  im¬ 
portant,  nor  is  it  so  apparent  as  might  be  supposed  when 
we  remember  that  by  efficiency  is  not  meant  the  mere 
accomplishment  of  the  specific  object  for  which  volun¬ 
tary  organizations  are  formed,  but  the  attainment  of 
those  unconscious  and  unintended  social  ends  which  are 
only  contemplated  in  the  general  scheme  of  social  de¬ 
velopment. 
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Professor  Henderson :  Free  associations  mediated 
between  tribal  and  political  social  forms.  The  family 
or  clan  might  be  self-sufficient  for  supply  or  protection, 
but  more  specialized  and  complex  communities  called 
voluntary  associations  into  being.  The  early  guilds  car¬ 
ried  on  the  spirit  and  the  symbols  of  the  household  into 
mediaeval  life,  and  the  lodges  have  inherited  those  forms. 
We  are  dealing  with  a  method  of  organizations  whose 
roots  are  deep  in  the  life  of  mankind.  With  higher 
wants,  larger  freedom,  finer  tolerance  of  differences  such 
organizations  are  multiplied. 

The  objects  of  the  voluntary  organizations  are  as 
varied  as  the  wants  of  civilized  man,  the  satisfactions  of 
sensuous,  emotional,  aesthetic  and  spiritual  cravings. 
Such  good  cannot  be  procured  without  cooperation  and 
can  not  be  enjoyed  in  solitude. 

Scientific  treatment  requires  classification  of  the  phe¬ 
nomena.  We  seek  not  a  biological,  but  psycholo^^  cal 
basis  for  our  arrangement,  and  take  as  a  starting  point 
for  a  provisional  order  the  dominant  purpose  of  the  a.sso- 
ciation. 

We  may  class  together  in  one  group  those  free  a.ssoci- 
ations  whose  members  seek  the  coveted  satisfactions 
within  the  society  itself,  and  consume  their  good  ‘  ou  the 
premises.’  We  may  find  abundant  illustrations  in  the 
clubs  whose  characteristic  purpose  is  to  procure  the 
pleasures  and  advantages  of  physical  activity  in  play. 
Subordinate  purposes  of  intellectual,  sociable  or  artistic 
interest  may  e.xalt  the  character  of  such  societies,  while 
injurious  and  immoral  customs  may  brand  them  anti- 
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social.  Literary’  societies  are  examples  of  voluntan’ 
associations  whose  characteristic,  but  not  exclusive  pur¬ 
pose  is  intellectual  pleasure  and  growth.  Other  societies 
are  created  and  governed  by  dominant  aesthetic  purpose. 
Those  whose  reason  for  being  is  found  in  the  craving  for 
human  fellowship  usually  make  music,  literature,  or 
games  the  medium  for  the  expression  of  the  inner  life 
and  the  vehicle  for  interchange  of  spiritual  possessions. 
A  second  large  group  is  composed  of  verj'  complex  ele¬ 
ments,  of  societies  whose  members  use  them  to  improve 
the  working  of  established  organs  of  welfare,  family, 
school,  press,  state,  church.  Here  there  must  be  a 
larger  prevision  of  consequences,  a  higher  spirit  of  sacri¬ 
fice  of  present  to  future,  of  self  to  society. 

There  are  associations  whose  purpose  is  to  ameliorate 
the  conditions  of  life  in  and  about  the  home ;  to  improve 
the  dwelling,  to  educate  those  who  have  charge  of  the 
housekeeping,  to  foster  the  home  industries,  to  supply 
literature  and  excite  literary  or  artistic  taste,  and  to  ap¬ 
peal  to  commonwealth  and  nation  in  defense  of  the  in¬ 
tegrity  and  purity  of  the  family. 

Already  of  vast  importance  are  the  rapidly-increasing 
clubs  and  associations  whose  object  is  the  improvement 
of  the  institutions  of  culture.  In  the  West  and  South 
our  schools  were  established,  before  the  public  free 
schools  were  possible,  by  little  groups  of  adventurous 
and  devoted  citizens.  In  our  cities  and  towns  the  intro¬ 
duction  of  art  work,  kindergartens,  manual  training, 
drawing,  modern  languages  and  high  school  courses  has 
been  made  possible  by  such  voluntary  associations.  The 
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university  extension  movement,  with  all  its  promise  of 
culture  for  adult  citizens,  is  an  example  of  the  avail¬ 
ability  and  necessity  of  this  form  of  organization. 

The  highly  complex  good  w’hich  comes  from  law  and 
government  is  the  dominant  and  creative  principle  in 
the  organization  of  political  parties  and  clubs.  Experi¬ 
ence  has  taught  mankind  that  government  has  no  power 
of  spontaneous  life,  nor  can  be  expected  to  work  auto¬ 
matically  in  the  service  of  the  public. 

The  service  of  religion  and  charity  is  promoted  by 
the  voluntary  organization.  The  great  churches  are 
naturally  conservative;  sometimes  obstructive.  Not  a 
single  important  religious  movement  ever  began,  or 
could  begin,  by  authority  of  a  majority  vote  in  a  large 
ecclesiastical  body.  The  pioneers  of  denominational 
schools,  the  founders  of  missionary  enterprises,  the  ad¬ 
vocates  of  the  black  slave,  the  leaders  of  great  charities, 
have  at  first  gathered  in  little  groups  about  enthusiastic 
persons.  When  a  movement  has  demonstrated  its  benefi¬ 
cent  tendency  it  is  adopted  by  religious  bodies. 

Applying  the  categories  of  time  and  space  to  the  phe¬ 
nomena  under  consideration,  we  reduce  them  to  statis¬ 
tical  form.  The  facts  of  permanence,  number  and  ex¬ 
tent  of  distribution  have  important  bearings  on  interpre¬ 
tation.  From  these  studies  of  statistics,  descriptive  and 
enumerative,  we  discover  causal  connections  and  natural 
relations  of  filiation. 

More  limited  and  specific  groups  can  be  found  within 
the  larger  groups  by  noting  the  degree  of  altruism  ap¬ 
parent  in  each,  and  thus  we  discover  that  certain  volun- 
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tary  organizations  seek  to  promote  some  form  of  welfare 
simply  for  their  own  members,  while  others  labor  for 
the  good  of  the  community  at  large,  or  for  some  special 
class  of  needy  persons. 

Here  the  worth,  dignity  and  scope  of  the  object  of 
the  associations  must  be  studied,  as  declared  in  the  con¬ 
stitutions  or  articles  and  as  manifested  in  the  conduct  of 
the  societies.  The  value  of  an  organization,  from  the 
social  point  of  view,  is  determined  by  its  contributions 
to  the  fullness,  richness  and  quality  of  the  satisfactions 
yielded  in  consequence  of  its  activities.  The  extent  and 
degree  of  its  usefulness  depend  upon  the  number  of  per¬ 
sons  affected,  the  range  of  territory  it  covers  and  the 
time  through  which  it  endure.s.  Each  association  must 
be  judged  by  its  relative  worth  as  compared  with  all 
other  available  resources  of  the  community. 

In  their  normal  working  it  is  fair  to  say  of  voluntary 
organizations  that  they  are  useful  (i)  for  the  elaboration 
of  thought  about  social  conduct  during  the  stage  of  un¬ 
certain  groping  and  deliberation ;  (2)  for  experimenta¬ 
tion  on  a  limited  field  before  the  entire  community  is 
asked  for  indorsement ;  (3)  for  satisfying  the  particular 
needs  of  a  limited  number  in  the  community ;  (4)  for 
criticism  and  direction  of  established  and  regular  social 
institutions. 

Organizations  which  act  in  a  way  to  diminish  vitality, 
disturb  order,  hinder  progress  in  knowledge  or  taste,  or 
mar  the  life  of  home,  school,  state  or  church,  must  be 
regarded  as  abnonnal,  often  as  anti-social.  The  abuses 
of  voluntary  associations  arise  in  connection  with  their 
objects  and  their  methods. 
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Vast  sums  of  money  are  devoted  to  frivolous  or  hurt¬ 
ful  satisfaction  ;  inferior  objects  are  made  supreme  ;  the 
interest  of  a  few  is  sought  at  the  expense  of  the  com¬ 
munity.  There  is  an  undue  multiplication  of  societies, 
a  duplication  of  agencies,  antagonisms  and  rivalries, 
which  waste  the  resources  of  benevolence,  selfish  ex¬ 
ploitation  of  society  for  the  benefit  of  salaried  agents, 
and  attempts  to  usurp  the  functions  proper  to  the  state. 

Dr.  Lindsay;  If  we  make  a  general  survey  of  the 
phenomena  of  organization  it  seems  to  me  that  we  shall 
have  to  make  three  instead  of  two  general  divisions : 
first,  purely  voluntary  organizations ;  then  a  class  of 
semi-voluntary — or  semi-compulsory  organizations,  then 
the  involuntary  organizations.  Professor  Ward  has  al¬ 
ready  alluded  to  the  three  chief  examples  of  the  invol¬ 
untary  organization ;  but  all  the  others  cannot  fall 
properly  into  the  class  of  voluntary  organizations.  We 
have,  for  instance,  the  church,  which  is  a  quasi-volun¬ 
tary  organization  in  some  countries  if  not  in  all.  In 
countries  where  the  Roman  Catholic  church,  for  in¬ 
stance,  dominates,  where  the  children  of  members  are 
reckoned  as  members  of  the  organization  and  usually 
remain  so,  it  cannot  be  classed  as  a  purely  voluntary 
organization.  Other  types  of  organization,  passing  into 
the  institutional  stage,  are  plainly  only  quasi- voluntary. 

The  civilization  of  a  country  is  often  best  character¬ 
ized  by  the  number  and  variety  of  its  purely  voluntary 
organizations.  They  usually  vary,  I  think,  in  propor¬ 
tion  to  the  general  fund  of  social  energy  seeking  to  find 
adequate  expression  in  a  given  society. 
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In  onr  own  country  voluntary  organizations  have 
achieved  great  results,  first,  along  the  line  of  politics 
and  legislation.  I  think  Professor  Giddings  is  respon¬ 
sible  for  the  statement  that  something  over  75  per  cent, 
of  all  onr  federal  legislation  owes  its  origin  and  success¬ 
ful  enactment  to  some  fonn  of  voluntary  organization 
that  is  back  of  it.  Mr.  Simon  Sterne,  of  New  York, 
says  that  in  his  experience  in  legislative  and  political 
reform  work  in  New  York  City,  scarcely  a  forward  step 
has  been  made  that  is  not  attributable  directly  to  the 
efforts  of  some  organization  of  individuals  who  sought 
to  bring  it  to  the  public  attention,  to  concentrate  the 
social  energy  of  the  community  in  one  particular  line. 
In  this  city  of  Indianapolis,  I  am  told  that  five  years 
ago  there  was  not  a  paved  street,  and  that  it  is  due  to  the 
efforts  of  the  Commercial  Club  that  this  city  has  been 
splendidly  paved  at  an  expenditure  of  something  like 
$4,000,000,  within  a  period  of  five  years. 

Secondly,  in  the  realm  of  science  and  education, 
wherever  the  chief  efforts  are  left  to  individual  enter¬ 
prise,  we  find  good  illustrations  of  the  efficiency  of  vol¬ 
untary  organization,  and  we  find  it  usually  in  proportion 
to  the  efficiency  of  the  general  educational  system. 

In  all  general  .social  activity,  voluntary  organization 
is  the  great  alleviator  of  social  discontent.  In  other 
words,  those  factors  in  any  community  which  do  not 
find  recognition  throiigh  the  regularly  constituted  chan¬ 
nels,  find  some  recognition,  some  self  realization,  some 
chance  at  self  a.ssertion,  in  some  form  of  voluntary 
organization.  The  natural  cure  for  social  discontent  is 
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through  an  extension  of  the  sphere  of  voluntary  organ¬ 
ization. 

The  corrective  action  of  voluntary  organization  in  its 
relation  to  government  must  not  be  overlooked.  Car¬ 
ried  out  fully  this  thought  leads  at  once  to  a  discussion 
of  the  forces  at  the  bottom  of  socialism.  We  are  con¬ 
stantly  taunted,  when  any  proposition  looking  toward 
centralization  is  made,  with  the  statement  that  it  is 
socialistic.  Now,  as  society  progresses,  there  always 
will  be  a  steady  movement  toward  some  kind  of  social¬ 
ism,  but  there  will  also  always  be  a  steady  movement  in 
the  opposite  direction.  We  must  find  some  ecpiilibrinm 
between  these  two  tendencies,  these  forces  moving  in 
opposite  directions,  before  we  can  attain  the  best  realiz¬ 
ation  of  political  rights  and  political  freedom.  It  is  to 
the  corrective  feature  of  volnntarj  organizations  and  to 
fullest  reciprocity  between  them  and  the  regularly  con¬ 
stituted  authorities  or  channels  of  social  action,  that  we 
look  with  the  greatest  confidence  for  this  equilibrium. 

Voluntary  organizations  arc  constantly  passing 
through  a  development.  After  they  have  accomplished 
something  in  their  experience,  after  they  have  demon¬ 
strated  something,  they  are  tending  to  become  semi¬ 
voluntary,  qnasi-volnntary  organizations,  into  which  a 
certain  portion  of  the  community  is  more  or  less  forced  to 
go.  There  is  a  social  pressure  brought  to  bear  to  bring 
individuals  within  their  boundaries.  The.se  scmi-volnn- 
tar>’  bodies  then  often  tend  to  hand  over  their  functions, 
their  results,  to  regularly  constituted  channels,  to  organ¬ 
izations  that  are  perhaps  involuntary.  A  purely  volnn- 
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tary  organization,  for  instance,  was  formed  in  the  city 
of  New  York,  by  certain  persons  interested  in  the  ques¬ 
tion  of  public  baths,  who  thought  it  desirable  to  have 
public  free  baths  in  the  city.  A  voluntary  organiza¬ 
tion  to  bring  that  about  was  fonned  ;  its  members  raised 
money  for  the  purpose ;  they  demonstrated  that  the 
public  did  appreciate  and  even  demanded  the  public  free 
baths.  Later  the  matter  was  handed  over  to  the  city 
authorities,  who  have  taken  up  that  work,  and  the  vol¬ 
untary  organization  ceases  to  exist.  It  seems  to  me 
there  we  have  an  illustration  of  one  line  of  development 
that  voluntary  organizations  may  take,  and  that  in  all 
these  considerations  we  see  the  work  which  the  volun¬ 
tary  organizations  may  perfonn,  their  importance,  and 
the  need  of  increasing  their  usefulness,  of  encouraging 
them ;  because  unless  we  fully  appreciate  the  basis  of 
such  organizations  we  may  sometimes  be  callous  to  the 
claims  they  make  upon  our  time,  upon  our  services,  and 
upon  our  contributions. 

Hon.  W.  D.  Foulke :  I  believe  the  most  valuable  kind 
of  voluntary  associations  are  those  which  are  quasi¬ 
political.  Indeed,  our  great  political  parties  themselves 
are  voluntary  associations.  But  possibly  the  most  im¬ 
portant  function  of  all  of  such  bodies  is  found  in  the 
work  of  agitation,  in  forming  a  nucleus  of  public  opin¬ 
ion  in  regard  to  some  question  about  which  it  can  gather 
as  a  preliminary’  step  to  its  embodiment  in  legislation. 
The  anti-slavery  society  had  more  to  do  with  preparing 
public  sentiment  for  emancipation  than  probably  any 
other  single  agency.  The  National  Civil  Service  Re- 


152  American  Economic  Association  Hand-Book. 

fonn  Association  has  done  much  to  take  our  politics 
from  the  grasp  of  the  spoils  system.  The  Pendleton 
Act  was  prepared  under  its  auspices.  The  people  of 
Indianapolis  had  an  opportunity  to  see  the  results  of  the 
work  of  a  very  small  association  devoted  to  that  cause, 
not  many  years  ago.  We  had  in  this  state  an  insane 
hospital  which  was  under  the  control  of  men  who  used 
the  places  in  it  solely  as  political  spoils,  appointing  men 
without  any  qiialifications,  simply  on  account  of  their 
ability  to  control  the  politics  of  the  ward.  Contracts  were 
made  with  political  confederates  by  which  the  in.sane 
were  furnished  with  foul  and  unwholesome  food  ;  cruel¬ 
ties  were  perpetrated  upon  them.  The  object  lesson  was 
there ;  the  examples  were  before  us,  men  who  had  been 
injured  and  maimed,  even  killed,  scalded  to  death,  as 
one  of  the  results  of  the  vile  spoils  system  under  which 
that  insane  hospital  was  then  suffering.  There  were  a 
few  of  us,  without  any  authority  from  the  law,  organized 
into  a  body  called  the  Indiana  Civil  Service  Reform 
Association.  We  made  our  investigations ;  we  had  no 
right  to  subpoena  witnesses  ;  but  who  wants  to  do  it,  who 
has  his  heart  in  the  cau.se,  can  find  out  a  great  deal  by 
methods  that  are  unauthorized  by  statute.  The  result 
was  that  the  public  con.scicncc  of  Indiana  was  .so  awak¬ 
ened  that  this  thing  contributed  more  than  any  other 
single  element  toward  overturning  the  party  by  which 
the.se  iniquities  were  perjK'trated,  and  finally  we  have 
reached  a  condition  of  affairs  where  we  trust  they  are  in* 
longer  possible.  So  I  l>elieve  that  of  all  kinds  of  volun¬ 
tary  as.st)ciations  tluxse  are  most  nsefnl  which  are  de- 
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voted  to  tlie  propagation  of  various  kinds  of  political, 
and  social  reform,  and  that  so  long  as  any  of  the  duties 
of  the  state  can  be  performed  by  such  associations  it  is 
quite  as  wise  as  it  is  to  have  them  performed  by  official 
machinery. 

Professor  Ward  :  The  discussion  has,  as  I  expected, 
brought  out  many  points  which  I  would  have  been  very 
glad  to  consider  if  I  had  had  time  to  work  them  into  my 
paper,  I  will  just  glance  at  the  objection  made  by  Pro¬ 
fessor  Lindsay,  that  there  are  other  involuntary  organ¬ 
izations  than  those  which  I  mentioned.  First,  as  to  the 
church  which  sometimes  punishes  its  members,  I  should 
say  that  where  the  church  really  assumes  such  powers 
it  is  more  properly,  a  part  of  the  government ;  it  assumes 
gtibcrnatorial  powers.  In  the  second  place,  when 
children  are  baptized  in  the  church  under  the  age  of 
judgment,  it  then  performs  the  part  of  the  family. 
However,  I  am  prepared  to  admit  that  the  church  might 
be  regarded  as  in  some  resjx^cts  an  involuntarj’^  organiza¬ 
tion.  I  believe  the  suggestion  was  made  that  polit¬ 
ical  parties  may  also  be  so  regarded.  Membership  of 
politic.al  parties  is  a  very  vague  thing,  and  it  would  seem 
that  some  j)cople  were  born  to  their  political  party. 
Rut  there  is  this  dilTercncc  in  both  these  cases,  the 
church  and  |K)litical  parties :  one  can  leave  the  chnrch 
without  going  into  another  chnrch  ;  and  one  can  leave 
his  i>olitical  party. 

.■\n  iin]M>rtant  ]H>int  was  brought  otit  on  the  other  .side 
of  the  (pustion,  viz.,  that  the  state  itself  may,  in  a  cer¬ 
tain  sense,  l>e  regarded  as  a  \olnntary  organization.  I 
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through  an  extension  of  the  sphere  of  voluntary  organ¬ 
ization. 

The  corrective  action  of  voluntary  organization  in  its 
relation  to  government  must  not  be  overlooked.  Car¬ 
ried  out  fully  this  thought  leads  at  once  to  a  discussion 
of  the  forces  at  the  bottom  of  socialism.  We  are  con¬ 
stantly  taunted,  when  any  proposition  looking  toward 
centralization  is  made,  with  the  statement  that  it  is 
socialistic.  Now,  as  society  progresses,  there  always 
will  be  a  steady  movement  toward  some  kind  of  social¬ 
ism,  but  there  will  also  always  be  a  steady  movement  in 
the  opposite  direction.  We  must  find  some  equilibrium 
between  these  two  tendencies,  these  forces  moving  in 
opposite  directions,  before  we  can  attain  the  best  realiz¬ 
ation  of  political  rights  and  political  freedom.  It  is  to 
the  corrective  feature  of  voluntary  organizations  and  to 
fullest  reciprocity  between  them  and  the  regularly  con¬ 
stituted  authorities  or  channels  of  social  action,  that  we 
look  with  the  greatest  confidence  for  this  equilibrium. 

Voluntary  organizations  are  constantly  passing 
through  a  development.  After  they  have  accomplished 
something  in  their  experience,  after  they  have  demon¬ 
strated  something,  they  are  tending  to  become  semi- 
voluntary,  quasi-voluntary  organizations,  into  which  a 
certain  portion  of  the  community  is  more  or  less  forced  to 
go.  There  is  a  social  pressure  brought  to  boar  to  bring 
individuals  within  their  boundaries.  These  semi-volun¬ 
tary  bodies  then  often  tend  to  hand  over  their  functions, 
their  results,  to  regularly  constituted  channels,  to  organ¬ 
izations  that  are  perhaps  involuntary.  A  purely  volun- 
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tary  organization,  for  instance,  was  fonned  in  the  city 
of  New  York,  by  certain  persons  interested  in  the  ques¬ 
tion  of  public  baths,  who  thought  it  desirable  to  have 
public  free  baths  in  the  city.  A  voluntary  organiza¬ 
tion  to  bring  that  about  was  formed  ;  its  members  raised 
money  for  the  purpose ;  they  demonstrated  that  the 
public  did  appreciate  and  even  demanded  the  public  free 
baths.  Later  the  matter  was  handed  over  to  the  city 
authorities,  who  have  taken  up  that  work,  and  the  vol¬ 
untary  organization  ceases  to  exist.  It  seems  to  me 
there  we  have  an  illustration  of  one  line  of  development 
that  voluntary  organizations  may  take,  and  that  in  all 
these  considerations  we  see  the  work  which  the  volun¬ 
tary  organizations  may  perfonn,  their  importance,  and 
the  need  of  increasing  their  usefulness,  of  encouraging 
them ;  because  unless  we  fully  appreciate  the  basis  of 
such  organizations  we  may  sometimes  be  callous  to  the 
claims  they  make  upon  our  time,  upon  our  services,  and 
upon  our  contributions. 

Hon.  W.  D.  Foulke :  I  believe  the  most  valuable  kind 
of  voluntary  associations  are  those  which  are  quasi¬ 
political.  Indeed,  our  great  political  parties  themselves 
are  voluntary  associations.  But  possibly  the  most  im¬ 
portant  function  of  all  of  such  bodies  is  found  in  the 
work  of  agitation,  in  forming  a  nucleus  of  public  opin¬ 
ion  in  regard  to  some  question  about  which  it  can  gather 
as  a  preliminary  step  to  its  embodiment  in  legislation. 
The  anti-slavery  society  had  more  to  do  with  preparing 
public  sentiment  for  emancipation  than  probably  any 
other  single  agency.  The  National  Civil  Service  Re- 
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form  Association  has  done  much  to  take  our  politics 
from  the  grasp  of  the  spoils  system.  The  Pendleton 
Act  was  prepared  under  its  auspices.  The  people  of 
Indianapolis  had  an  opportunity  to  see  the  results  of  the 
work  of  a  very  small  association  devoted  to  that  cause, 
not  many  years  ago.  We  had  in  this  state  an  insane 
hospital  which  was  under  the  control  of  men  who  used 
the  places  in  it  solely  as  political  spoils,  appointing  men 
without  any  qualifications,  simply  on  account  of  their 
ability  to  control  the  politics  of  the  ward.  Contracts  were 
made  with  political  confederates  by  which  the  insane 
were  furnished  with  foul  and  unwholesome  food  ;  cruel¬ 
ties  were  perpetrated  upon  them.  The  object  lesson  was 
there ;  the  examples  were  before  us,  men  who  had  been 
injured  and  maimed,  even  killed,  scalded  to  death,  as 
one  of  the  results  of  the  vile  spoils  system  under  which 
that  insane  hospital  was  then  suffering.  There  were  a 
few  of  us,  without  any  authority  from  the  law,  organized 
into  a  body  called  the  Indiana  Civil  Service  Reform 
Association.  We  made  our  investigations ;  we  had  no 
right  to  subpoena  witnesses ;  but  who  wants  to  do  it,  who 
has  his  heart  in  the  cause,  can  find  out  a  great  deal  by 
methods  that  are  unauthorized  by  statute.  The  result 
was  that  the  public  conscience  of  Indiana  was  so  awak¬ 
ened  that  this  thing  contributed  more  than  any  other 
single  element  toward  overturning  the  party  by  which 
these  iniquities  were  perpetrated,  and  finally  we  have 
reached  a  condition  of  affairs  where  we  trust  they  are  no 
longer  possible.  So  I  believe  that  of  all  kinds  of  volun¬ 
tary  associations  those  are  most  useful  which  are  de- 
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voted  to  the  propagation  of  various  kinds  of  political, 
and  social  reform,  and  that  so  long  as  any  of  the  duties 
of  the  state  can  be  performed  by  such  associations  it  is 
quite  as  wise  as  it  is  to  have  them  performed  by  official 
machinery. 

Professor  Ward  :  The  discussion  has,  as  I  expected, 
brought  out  many  points  which  I  would  have  been  very 
glad  to  consider  if  I  had  had  time  to  work  them  into  my 
paper.  I  will  just  glance  at  the  objection  made  by  Pro¬ 
fessor  Lindsay,  that  there  are  other  involuntary  organ¬ 
izations  than  those  which  I  mentioned.  First,  as  to  the 
church  which  sometimes  punishes  its  members,  I  should 
say  that  where  the  church  really  assumes  such  powers 
it  is  more  properly,  a  part  of  the  government ;  it  assumes 
gubernatorial  powers.  In  the  second  place,  when 
children  are  baptized  in  the  church  under  the  age  of 
judgment,  it  then  performs  the  part  of  the  family. 
However,  I  am  prepared  to  admit  that  the  church  might 
be  regarded  as  in  some  respects  an  involuntary  organiza¬ 
tion.  I  believe  the  suggestion  was  made  that  polit¬ 
ical  parties  may  also  be  so  regarded.  Membership,  of 
political  parties  is  a  very  vague  thing,  and  it  would  seem 
that  some  people  were  born  to  their  political  party. 
But  there  is  this  difference  in  both  these  cases,  the 
church  and  political  parties :  one  can  leave  the  church 
without  going  into  another  church ;  and  one  can  leave 
his  political  party. 

An  important  point  was  brought  out  on  the  other  side 
of  the  question,  viz.,  that  the  state  itself  may,  in  a  cer¬ 
tain  sense,  be  regarded  as  a  voluntary  organization.  I 
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have  maintained  that  the  state  is  at  bottom  the  result  of 
the  recognition  of  its  advantages ;  and  there  is  one 
pretty  crucial  proof  that  the  state  would  be  organized  if 
there  were  excluded  all  considerations  of  power  and 
emolument.  Vigilance  committees,  such  as  we  have  had 
in  our  western  territories,  are  simply  cases  of  incipient 
government,  originating  from  the  determination  on  the 
part  of  the  adult  and  intelligent  portion  of  society  that 
crimes  and  outrages  committed  by  desperadoes  beyond 
the  reach  of  the  law,  cannot  be  allowed. 

It  therefore  seems  that  government  would  originate 
itself  at  least,  for  its  own  protection,  because  such  vigil¬ 
ance  committees  are  not  actuated  by  either  love  of  power 
or  hope  of  emolument. 

One  important  point  was  touched  by  the  last  speaker, 
which,  if  there  were  time,  I  should  be  very  glad  to  try  to 
meet,  and  that  is  with  regard  to  the  extension  of  the 
state  functions.  Now  I  think  there  is  a  prevalent  mis¬ 
conception  as  to  what  is  involved  in  the  modern  demand 
for  the  extension  of  state  action.  The  only  thing  we 
have  with  which  to  compare  it  is  the  old  autocracy  of 
past  times  but  to  my  mind,  it  is  as  far  from  that  as  night 
is  from  day,  and  I  believe  it  is  to  be  contrasted  instead 
of  compared  with  it.  We  are  tending  towards  larger 
state  functions  but  not  towards  autocracy.  We  are  mov¬ 
ing  away  from  autocracy  and  despotism  and  everj’thing 
of  that  kind.  The  goal  toward  which  we  are  moving, 
instead  of  autocracy,  I  would  call  sociocracy,  which  is 
simply  society  taking  its  affairs  into  its  own  hands. 

Dr.  Lindsay :  I  would  like  to  ask  Professor  Ward 
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whether  in  addition  to  involuntary  organizations  in  his 
classification  he  does  not  think  it  would  be  wise  to 
recognize  another  group  of  organizations.  For  instance, 
in  Germany  certain  classes  of  workmen  are  compelled 
by  law  to  be  insured.  Since  that  law  applies  to  certain 
occupations,  a  man  may  change  his  occupation  and  still 
be  a  member  of  the  German  state,  a  German  citizen,  and 
not  be  compelled  to  form  a  part  of  one  of  those  organ¬ 
izations.  Another  case  in  point,  where  the  element  of 
law  does  not  come  in,  is  where  the  trades  union  senti¬ 
ment  is  ver>'  strong  and  a  workman  in  a  certain  trade 
finds  the  social  sentiment  and  the  concensus  of  opinion 
in  that  locality  such  that  he  is  practically  forced  to  be¬ 
come  a  member  of  a  trades  union.  Now  membership  in 
an  organization  of  that  kind  is  not,  for  that  individual 
at  any  rate,  a  purely  voluntary  matter.  There  are 
a  great  number  of  organizations  of  all  kinds,  many  social 
ones,  literar}'  ones,  educational  ones,  political  ones,  that 
have  in  them  the  element  of  compulsion,  because  certain 
members  could  not  maintain  their  position  in  society 
unless  they  did  take  part  in  those  organizations.  It  is 
this  group  of  organizations  that  I  think  we  should 
properly  classify  as  semi- voluntary'  or  quasi-voluntary 
organizations. 

ProfeSvSor  Mayo-Smith  :  I  must  confess  that  I  do  not 
get  clearly  into  my  mind  the  classification  that  Professor 
Ward  adopted,  or  the  real  distinction  between  voluntary 
and  involuntc’y'  associations.  Professor  Ward  said  there 
were  three  involuntary  associations,  I  believe — society. 
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the  family,  and  the  state.  I  do  not  get  clearly  what  he 
means  by  society  as  an  involuntary  association. 

One  other  thing,  I  think  is  a  matter  of  great  im¬ 
portance,  and  that  is  the  sphere  of  voluntary  organi¬ 
zation  in  regard  to  social  movements.  It  has  been  said 
here  this  morning,  and  is  very  often  said,  that  the  action 
of  the  state  is  becoming  more  and  more  socialistic,  and 
that  may  be  interpreted  as  meaning  that  these  voluntary 
associations  perhaps  may  become  of  less  importance.  I 
think  that  is  altogether  a  mistake.  The  movement  of 
all  civilization  is  towards  voluntary  as.sociation  in  this 
sense,  that  all  civilization  has  for  its  basis  the  develop¬ 
ment,  more  and  more,  of  character.  That  is  what  vol¬ 
untary  association  develops, — the  character  of  the  in¬ 
dividual.  That  is  the  real  benefit  of  our  voluntary- 
associations.  That  is  why  it  is  well  for  us  to  join  the 
charity  organization  society,  to  belong  to  the  church,  to 
belong  to  a  musical  association,  even  when  we  are  not 
musical,  to  belong  to  the  civil  service  association ;  not 
so  much  what  we  accomplish,  as  the  character  that  is 
developed.  Now  it  seems  to  me  that  voluntary  associa¬ 
tion  in  that  sense  becomes  more  and  more  uece.ssary, 
and  that  no  socialistic  action  of  the  state,  no  develop¬ 
ment  of  the  state,  will  ever  free  us  from  the  necessity  of 
this  development  of  the  individual  character.  As  soon 
as  the  extension  of  state  activity  makes  people  believe 
that  it  is  less  necessary'  for  them  to  take  part  in  social 
movements,  just  so  soon  the  state  will  become  the  au¬ 
tocracy  that  Professor  Ward  speaks  of,  as  the  old  form  of 
the  state.  The  moment  the  state  becomes  an  autocracy 
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to  relieve  the  individual  of  responsibility,  why,  then  we 
begin  the  downward  road,  as  all  would  doubtless 
acknowledge.  So  that  I  believe  this  talk  about  the  ex¬ 
tension  of  state  activity^is  very  hurtful  and  verj'  harmful, 
because,  to  the  public  mind,  it  seems  to  convey  the  no¬ 
tion  that  things  are  going  to  be  done  for  us  instead  of 
being  done  by  us,  and  that  is  a  fool’s  paradise. 

Dr.  E.  V.  Robinson  :  The  opposition  between  autoc¬ 
racy  and  democracy,  of  which  Professor  Ward  spoke, 
seems  to  me  unreal.  The  distinction  is  mainly  one  of 
arithmetic.  Does  any  one  suppose  that  France  has  ever 
ceased  to  be  ruled  by  a  despotism,  whether  the  nominal 
ruler  has  been  one  man,  or  half  the  people  plus  one 
man  ?  Or  is  black-mail  any  the  less  black-mail  because 
practiced  by  Tammany  chiefs  and  state  legislatures,  in¬ 
stead  of  the  Roman  Emperor  Tiberius  ?  Whether  the 
results  be  good  or  bad,  the  nature  of  governmental 
activity  is  not  to  be  changed  by  any  arithmetical  process 
applied  to  the  nominal  rulers. 

In  point  of  fact,  an  ideal  autocracy,  like  an  ideal 
democracy,  is  a  product  of  a  heated  political  imagina¬ 
tion,  and  never  existed  for  any  length  of  time,  if  at  all, 
outside  of  Rousseau  and  our  own  Fourth  of  July  ora¬ 
tions.  Every  autocrat  has  ended  by  becoming-  the 
creature  of  bureaucracy  or  army,  just  as  every  democ¬ 
racy,  our  own  included,  has  ended  in  the  rule  of  rings 
and  bosses.  A  pessimist  might  be  tempted  to  say  that 
the  people  have  merely  the  choice  of  sauce  with  which 
to  be  eaten.  But  taking  the  most  hopeful  view  possible, 
it  is  difficult  to  see  what  warrant  there  is  for  the  assump- 
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tion  so  commonly  made  that  whereas  an  extension  of 
governmental  activity  has  heretofore  brought  chiefly 
evil,  it  is  now,  thanks  to  the  benign  influence  of  democ¬ 
racy,  to  bring  only  good.  This  is  an  assumption  which 
touchingly  reflects  the  naive  faith  of  our  fathers  that  in 
democracy  they  had  found  the  long  sought  siimmum 
bonum.,  but  it  is  strikingly  in  contrast  with  the  most 
notorious  facts  of  our  every-day  experience. 

Professor  Patten :  I  do  not  know  what  the  speaker 
means  by  the  word  organization.  I  always  contrast  an 
organization  with  an  aggregate.  An  aggregate  is  a  body 
of  individuals  coming  together  as  they  please  and  not 
influenced  by  one  another ;  each  individual  can  do  as  he 
pleases  without  any  consideration  for  the  interests  or 
welfare  of  other  persons.  But  an  organization  means 
more  than  that ;  it  means  something  that  is  in  its  nature 
involuntary ;  it  means  that  a  man  must  feel  himself 
under  the  necessity  of  belonging  to  it.  If  he  draws  out 
of  the  group  he  will  be  ashamed  of  himself,  or  at  least 
feel  that  he  loses  something.  The  anti-slavery  move¬ 
ment  is  a  good  illustration.  In  the  beginning  there 
were  individuals,  merely  an  aggregate,  that  impressed 
upon  the  public  mind  certain  distinctions  relating  to  the 
rights  of  man.  In  a  little  while  men  began  to  be 
/ashamed  of  themselves  if  they  did  not  get  on  the  side  of 
free  labor.  Just  as  soon  as  that  state  of  affairs  exists  the 
involuntary  part  of  the  movement  begins.  In  our  trade 
organizations  the  same  thing  is  to  be  seen.  Working¬ 
men  are  ashamed  not  to  belong  to  a  trade  organization. 
That  is  then  a  form  of  involuntary  action.  I  feel  in  the 
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same  way  about  our  scientific  societies.  There  are  many 
who  look  upon  them  as  mere  aggregates,  but  it  seems  to 
me  the  time  for  that  is  past.  A  man  in  our  line  of 
work,  or  who  has  an  interest  in  public  affairs,  should  be 
ashamed  of  himself  for  not  taking  part  in  this  organiza¬ 
tion.  A  man  interested  in  social  affairs  should  be 
ashamed  of  himself  if  he  does  not  belong  to  ever>'  social 
organization.  Now,  I  confess  that  I  belong  to  quite  a 
number  of  organizations  for  no  other  reason  than  that  I 
am  ashamed  to  have  it  known  that  I  am  not  interested 
in  them.  This  I  believe  is  the  essence  of  an  organiza¬ 
tion.  When  people  feel  that  they  must  belong  to  a 
movement  it  becomes  an  organization,  but  not  until  that 
state  of  affairs  is  brought  about.  How  strong  this  feel¬ 
ing  is  in  any  given  case  seems  to  be  partly  due  to  the 
length  of  time  the  organization  has  been  in  existence, 
and  partly  to  the  necessity  of  the  organization  to  society 
as  a  whole.  There  is  no  reason  why  a  great  many  of 
the  organizations  that  we  look  upon  now  as  merely  vol¬ 
untary  aggregates  may  not  in  future  become  pennauent 
elements  in  society,  to  which  more  attention  will  be 
given  than  is  now  given  to  the  family  or  to  the  state. 

Professor  Albion  W.  Small :  Two  or  three  matters 
of  technical  interest  have  been  suggested  in  this  discus¬ 
sion.  The  first  was  in  Professor  Ward’s  opening  words, 
namely,  the  mystery  of  the  familiar.  One  of  the  things 
which  the  sociologists  are  trying  to  emphasize  is  just 
this,  that  the  things  with  which  we  think  we  are  most 
familiar  are  most  mysterious  to  us,  and  that  we  need  to 
get  to  work  and  observe  them  and  classify  and  organize 
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our  knowledge  with  respect  to  them.  The  near  social 
facts  have  a  vast  pedagogical  interest,  not  only  for  soci¬ 
ologists  but  for  all  classes  of  teachers.  The  old  peda¬ 
gogy  was  a  pedagogy  of  the  distant,  which  ignored  the 
importance  of  the  near.  Now  we  are  trying  as  sociolo¬ 
gists  to  call  attention  to  the  wisdom  of  analyzing  these 
things  that  are  about  us,  touching  us  at  every  point. 

Then,  second,  I  wish  to  refer  to  the  suggestion  that 
Professor  Ward  also  made,  of  the  function  of  these 
voluntary  associations  as  a  part  of  the  cosmic  process. 
They  are  not  something  that  are  mere  frills  and  flounces 
and  ornaments  of  human  life,  but  they  are  carrying  on 
the  process  of  cosmic  evolution  into  the  higher  stages  of 
human  development.  Dr.  Henderson  in  his  analysis 
suggested  tentatively  some  of  the  ways  in  which  this 
process  is  being  carried  on  by  the  voluntary  associations. 

Now,  third,  these  voluntary  associations,  as  Professor 
Mayo-Smith  has  so  forcibly  said,  first  give  a  sense  of 
personal  responsibility  to  the  individual  and  then  they 
afford  a  leverage  by  which  the  individual  may  use  his 
personal  responsibility.  I  endorse  most  heartily  what 
Professor  Mayo-Smith  suggested  about  the  fallacy  and 
the  vice  of  anything  socialistic,  if  we  look  upon  it  as 
a  specific.  But  I  want  at  the  same  time  to  register  my 
belief  in  the  desirability  and  the  serviceability  of  what¬ 
ever  is  social  in  its  spirit.  The  possibility  of  a  volun¬ 
tary  association  gives  to  us  as  citizens  an  emphasis  upon 
the  fact  that  we  are  the  responsible  part  of  society. 

The  voluntary  association  furnishes  the  impulse  and 
the  sense  of  responsibility  and  secures  a  leverage  by 
by  which  that  sense  of  responsibility  may  operate. 


■I 

F 


Business  Methods  in  Municipal  Administration.  i6i 

A  Symposium. — Present  Obstacles  to  the  Adop¬ 
tion  OF  Business  Methods  in  Municipal 
Administration. 

PAPERS  BY  MON.  FRANKLIN  MACVEAGH,  OF  CHICAGO,  AND  CLINTON  ROGERS 
WOODRUFF.  SECRETARY  OF  THE  NATIONAL  MUNICIPAL  LEAGUE. 


Mr.  MacVeagh  :  Present  obstacles  to  the  introduc¬ 
tion  of  business  methods  in  city  government  divide 
themselves  into  two  classes :  First,  defects  in  charters 
and  other  legal  equipment ;  and,  secondly,  deficiencies 
in  volunteer  support  by  the  people — support  which  can¬ 
not  be  supplied  by  laws  or  constitutions. 

By  “business  methods”  I  assume  we  mean  good 
methods ;  which  have  come  to  be  called  business  meth¬ 
ods  because  the  corrupt,  wasteful  and  partisan  methods 
of  unreformed  city  government  have  proven  themselves 
conspicuously  unbusinesslike,  and,  therefore,  incompe¬ 
tent.  I  shall,  in  the  form  of  a  summary,  and  with  little 
or  no  discussion  or  comment,  enumerate  those  features 
of  a  city  charter  which  are  most  favorable  to  the  intro¬ 
duction  of  business  methods. 

P'irst,  executive  independence.  The  independence  of 
the  mayor,  and,  under  the  mayor,  the  independence  of 
each  head  of  a  departmept.  For  this  the  executive 
work  of  the  government  must  be  wholly  in  the  hands  of 
the  mayor ;  and  all  appointments  to  office,  in  the  execu¬ 
tive  departments,  must  be  made  by  the  mayor  without 
confirmation  of  the  council. 

Second,  executive  responsibility.  Just  as  the  mayor¬ 
alty  is  filled  by  one  man,  not  only  for  the  sake  of  greater 
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executive  efficiency,  but  also  to  concentrate  and  make 
definite  the  responsibility  of  mayoralty  action,  so  each 
department,  for  both  these  reasons,  should  be  presided 
over  by  one  man.  Executive  boards  should  not  exist  in 
city  government.  They  would  paralyze  a  charter  made 
by  the  National  Municipal  Reform  League  itself. 

Third,  the  restriction  of  the  powers  of  the  council. 
This  is  of  extreme  and  critical  imp)ortance.  At  present 
the  council  is  the  branch  chiefly  to  be  reconstructed. 
It  is  the  seat  of  the  w’orst  corruption,  and  the  occasion 
of  the  worst  evils  of  the  situation.  It  is  also  the  branch 
which  has  had  the  least  actual  reform,  and  the  least  at¬ 
tention  from  reformers.  The  charters  have  advanced 
very  greatly  and  successfully  in  respect  to  the  executive  ; 
but  the  succe.ssful  handling  of  the  problems  involved  in 
city  legislation  has  not  very  far  progressed.  The  word 
I  especially  wish  to  speak,  as  to  charter  reforms,  is  that 
the  reform  of  the  city  council  is  by  far  the  most  impera¬ 
tive — and  that  the  existing  evils  of  city  legislation  are 
by  far  the  most  crying  evils  of  city  government.  I 
shall  only  indicate  general  lines  of  this  reform  : 

1.  All  executive  power  and  authority  should  be  taken 
away  from  the  councils. 

2.  The  right  or  power  to  initiate  the  granting  of 
franchises  should  be  taken  away  from  the  council. 

3.  No  power  should  reside  in  the  council  to  increa.se 
assessments  for  taxation  or  create  debt,  except  within 
the  strict  limits  laid  down  by  the  constitution  and  gen¬ 
eral  laws  of  the  state. 

4.  Common  sense  rules  governing  councils,  to  pre- 
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vent  hasty  and  nnconsidered  action,  should  be  incor¬ 
porated  in  the  general  laws  of  the  state. 

5.  The  number  of  members  of  councils  should  be 
carefully  limited. 

6.  Members  should  be  elected  for  two  years,  one-half 
at  a  time,  on  general  tickets. 

7.  One  house  is  enough — to  say  the  least. 

8.  Members  should  be  paid  reasonable  and  adequate 
salaries — and  should  not  be  expected  to  steal  them. 

The  fourth  great  feature  of  good  legal  environment  is 
civil  service  reform — the  merit  system.  This  should 
embrace  all  appointees  and  employes,  except  the  chiefs 
of  departments  and  their  private  secretaries. 

Fifth,  is  home  rule.  This  means : 

1.  A  charter  granted  in  the  general  incorporation 
law  of  the  state. 

2.  The  limits  of  taxation  made  by  the  state  constitu¬ 
tion  and  strictly  general  laws  of  the  state. 

3.  A  constitutional  prohibition  of  special  legislation. 

4.  No  appointments  of  city  officials  made  by  any  state 
authority. 

Sixth,  is  election  reform. 

1.  The  Australian  ballot. 

2.  Laws  governing  primaries — bringing  primary  elec¬ 
tions  under  the  regular  and  rigid  control  of  law  as  other 
elections  are. 

3.  A  corrupt  practices  act — applicable  to  committees 
and  candidates. 

4.  Separate  city  elections. 

This  includes  a  summary  statement  of  what  I  believe 
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is  needed  in  the  legal  environment  and  the  mechanism 
of  city  government — a  program  of  mnnicipal  reform 
which  would  remove  the  present  legal  obstacles  to  the 
introduction  of  business  methods. 

Now,  if  the  obstacle  of  obstacles  to  good  city  govern¬ 
ment  is  the  non-participation  of  the  good  citizen  in  ci tv- 
politics  and  city  affairs — and  if  this  is  not  a  mere  vague 
fling  at  one’s  neighbors,  but  a  scientific  fact,  let  us  in¬ 
quire  why  this  obstacle  exists.  I  think  it  is  explained 
by  three  states  of  the  public  mind. 

First.  There  is  the  feeling  of  no  obligation  to  take 
part  in  city  politics  and  government.  Nothing  is  more 
abnormal  than  this,  and  yet  nothing  is  more  common. 
One  would  think  if  a  man  wished  to  live  without  the 
duties  of  citizenship  he  would  find  a  country  where  gov¬ 
ernment  is  not  done  by  the  people ;  and  that  if  he  pre¬ 
ferred  a  country  governed  by  the  people  he  could  not 
live  in  it  without  a  sen.se  of  his  share  in  the  power  and 
responsibility  of  government.  But  most  of  us  both  re¬ 
fuse  to  live  in  any  other  country  and  refuse  to  really  live 
in  this ;  for  a  man  who  in  a  self-governed  country 
doesn’t  help  to  govern,  doesn’t  live,  but  merely  hangs 
on.  The  saving  clause  is  that  at  the  bottom  of  our 
minds  most  of  us  do  admit  the  responsibility  of  citizen¬ 
ship  who  on  the  surface  deny  it ;  and  certainly  those  of 
us  who  rise  to  political  consciousness  in  occasional  spurts 
show  that  we  might  live  useful,  civil  lives  if  somebody 
would  really  wake  us  up. 

Second.  There  is  the  customaiy-  sentiment  toward  the 
city  government  that  it  is  something  apart  from  our- 
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selves — something  we  have  a  right  to  swear  at  as  out¬ 
siders,  feeling  that  its  horribly  neglected  duties  are 
enough  to  provoke  that  saint,  ‘  the  good  citizen.’  It  is 
supposed  to  be  for  us,  to  be  sure,  but  not  of  tts  or  by  us. 
It  does  not  occur  to  us  to  blame  ourselves  or  to  think  we 
did  it. 

The  third  alnormal  state  of  mind  which  according  to 
my  analysis,  leads  to  the  present  attitude  of  the  good 
citizen,  is  chiefly  due  to  the  money-getting  spirit  of  the 
age,  which  is  to  be  modified  in  time. 

The  remedy  is  education.  You  cannot  have  good  city 
government  without  energetic  good  citizens  to  counter¬ 
act  energetic  bad  citizens ;  and  you  cannot  get  citizens 
to  bo  energetic  against  corrupt  public  life  who  do  not 
heartily  hate  corruption  ;  nor  against  shocking  incompe¬ 
tence  and  neglect  who  are  not  shocked  by  them  ;  nor 
against  bribery  who  do  not  heartily  hate  bribing  and  de¬ 
spise  bribers ;  nor  against  filthy  streets  and  disgraceful 
sanitation  who.se  lives  are  not  made  unhappy  by  them  ; 
nor  against  prodigal,  selfish  and  partisan  waste  of  the 
public  funds  if  their  indignation  is  not  stirred  by  it. 
Therefore,  you  must  first  stir  the  people  to  see  all  these 
things  with  an  abiding  consciousne.ss  that  burns  into  the 
brain,  and  hate  them  with  an  abiding  hatred  that  per¬ 
petually  .stirs  their  re.sentment.  This  education  has  be¬ 
gun.  It  has  begun  prosperously  and  hoi^efully.  New 
citizens  are  constantly  enlisting  in  the  fight,  which  is 
growing  warm  against  the  audacious  travesty  of  free 
government  in  our  cities. 

The  most  essential  preliminary  is  to  understand  the 
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problem — to  understand  the  limits  and  the  particulars 
of  what  is  needed  to  be  done.  After  that  we  have  noth¬ 
ing  to  fear ;  we  have  only  to  ‘  learn  to  labor  and  to  wait ;  ’ 
for  whatever  is  needed  will  be  accomplished  by  the  grow¬ 
ing  spirit  of  reform,  no  matter  how  long  the  effort  shall 
need  to  be  prolonged, 

Mr.  Woodruff  :  Generally  speaking,  we  have  bad  city 
government,  and  we  agree  that  business  methods  should 
prevail  in  it.  The  question  logically  arises :  What  ob¬ 
stacles  then  stand  in  the  way  of  applying  business 
methods  to  our  municipal  affairs  ?  Briefly  stated,  the 
answer  is:  (i)  American  commercialism.  (2)  The 
spirit  of  partisanship.  (3)  The  misplacement  of  em¬ 
phasis  since  the  outbreak  of  the  Civil  War.  (4)  An  er¬ 
roneous  political  perspective.  (5)  Executive  legislation. 
(6)  Want  of  local  autonomy. 

Commercialism,  or  undue  absorption  in  private  busi¬ 
ness,  or  an  undue  desire  to  accumulate  wealth,  has  been 
the  distinguishing  characteristic  of  the  average  Ameri¬ 
can  during  the  present  century,  and  especially  since  the 
Civil  War.  Now  that  the  people  have  pa.ssed  the  period 
of  expansion,  they  seem  unable  to  leave  off  its  habits  in 
entering  a  period  of  cultivation.  Commercialism  leads 
to  the  absorption  of  the  best  business  talent  of  every 
community  in  private  business  affairs,  because  the  legiti¬ 
mate  rewards  are  larger  and  there  is  a  permanency  of 
tenure  not  to  be  found  in  public  affairs.  The  honor  of 
public  office  does  not  offset  these  disadvantages. 

Commercialism  not  only  leads  to  the  absorption  of 
business  talent  in  private  affairs,  but  also  to  the  diver- 
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sion  of  the  constructive  talents  of  the  community  to  the 
same  channels.  The  undeniable  constructive  ability  of 
the  Anglo-Saxon,  instead  of  being  employed  as  in  former 
times  in  perfecting  great  govermental  schemes,  is  di¬ 
rected  to  the  creation  of  great  factories,  trusts  and  in¬ 
dustrial  enterprises  generally.  Another  result  is  the  in¬ 
difference  of  the  average  voter,  generally  so  wrapped  up 
in  his  business  as  to  forget  the  few,  simple  duties  of 
citizenship. 

Because  most  of  our  state  and  national  taxation  has 
been  direct  and  insignificant,  as  compared  with  European 
taxes ;  because  they  arc  without  navies,  armies,  and  royal 
families  to  support,  voters  have  not  felt  the  full  effect  of 
high  municipal  taxation  and  extravagant  and  inefficient 
local  government.  The  fact  is  that  after  all  that  can  be 
.said  against  bad  city  government,  the  cost  of  maintaining 
it  (at  least  from  a  financial  point  of  view)  is  comparatively 
small  and  bears  but  indirectly  u]X)n  the  average  citizen. 
The  business  man  is  accustomed  to  .sacrifice  a  small 
benefit  in  one  direction  to  earn  a  larger  in  another,  and 
he  has  carried  these  principles  into  his  consideration  of 
public  affairs.  This  view  might  be  justifiable  from  a 
pecuniary  point  of  view,  but  not  in  view  of  the  multi¬ 
tude  of  interests  adversely  affected  by  bad  city  govern¬ 
ment. 

The  influence  of  commercialism  is  to  be  seen  in  the 
endeavors  of  business  men  to  secure  public  franchises  on 
easy  tenns,  and,  therefore,  to  control  the  municipal 
bodies.  It  is  also  to  be  seen  in  the  endeavors  of  contrac¬ 
tors  for  public  work  to  purchase  lax  inspection.  Again, 
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it  is  to  be  seen  in  securing  official  winking  at  the  viola¬ 
tion  of  laws,  such  as  those  providing  against  the  use  of 
sidewalks  for  storage. 

That  the  present  lack  of  business  methods  is  due  more 
largely  to  these  causes,  rather  than  to  such  as  universal 
suffrage  and  foreign  population,  is  shown  in  the  experi¬ 
ence  of  Portland,  Ore.  With  its  isolated,  conservative, 
cultivated  population,  abundantly  prosperous  and  with 
rare  surroundings  of  refinement  and  beauty,  it  has  evolved 
the  weak  and  corrupt  fonn  of  government,  unfortunately, 
common  in  this  country. 

Next  to  commercialism  the  greatest  obstacle  is  parti¬ 
sanship.  Undue  emphasis  of  party  loyalty  has  brought 
about  a  transfer  of  allegiance  from  public  to  party  in¬ 
terests.  The  cry,  “  Measures,  not  men,”  arising  in  the 
Civil  War,  always  an  unwise  policy,  is  especially  so  in  its 
application  to  municipal  politics.  The  selection  of  weak 
or  corrupt  men  is  dangerous  to  good  measures.  Great 
political  parties  of  other  countries  have  been  maintained 
without  the  support  of  such  machines  as  are  regarded 
essential  here. 

An  erroneous  conception  has  been  formed  by  the 
American  people  of  the  importance  and  extent  of  muni¬ 
cipal  government.  They  have  come  to  regard  it  as  sub¬ 
ordinate  in  importance.  The  first  place  in  their  atten¬ 
tion  is  awarded  to  national  and  state  issues.  As  a  mat¬ 
ter  of  fact,  a  citizen  comes  into  contact  with  municipal 
government  in  some  branch  or  other  many  times  more 
than  with  "he  state  and  national  government  in  all  their 
branches.  This  failure  to  realize  the  true  function  and 
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importance  of  municipal  government  lias  proved  a  very 
serious  detriment  to  its  development. 

Most,  if  not  all,  of  the  American  cities  have  failed  to 
endow  their  executive  officers  with  sufficient  power  to 
secure  a  well-rounded,  continuous  business-like  conduct 
of  municipal  affairs.  They  have  permitted  too  much 
interference  by  local  legislatures  in  purely  executive 
business.  One  disastrous  effect  is  that  these  purely 
busine.ss  affairs  are  made  the  subject  of  log-rolling  and 
exchange  of  favors,  and  have  to  run  the  gauntlet  of  pos¬ 
sible  political  prejudice  and  chicanery.  It  often  takes 
much  influence  and  great  pressure  to  secure  the  re-pav- 
ing  of  a  street  or  to  authorize  the  laying  of  a  gas  pipe. 

Want  of  local  autonomy  is  simply  the  operation,  on  a 
large  scale,  of  the  obstacle  just  mentioned.  Not  only 
have  we  erred  in  the  general  plan  of  municipal  govern¬ 
ment,  by  modeling  it  to  too  great  an  extent  on  our 
Federal  government,  with  elaborate  checks  and  balances, 
a  bi-cameral  system,  and  so  on,  but  also  in  permitting 
state  legislatures  to  say  too  much  about  muncipal  affairs. 

Professor  John  H.  Gray  :  The  chief  question  is,  why 
do  so-called  best  citizens  neglect  their  public  duty? 
The  answer  is  found  in  our  economic  and  social  history. 
Our  municipal  condition  is  the  natural  outgrowth  of 
this  history.  The  inability  to  grasp  this  fact  causes  the 
failure  of  refonn  movements.  Our  theories  of  govern¬ 
ment  crystallized  just  before  steam  and  machinery  came. 
The.se  changed  not  only  the  economic  world  with  which 
man  deals,  but  also  the  man  that  has  to  do  with  this 
new  environment.  But  the  antiquated  eighteenth- 
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century  philosophy  still  dominates  the  world,  so  long 
after  the  conditions  of  which  it  was  supposed  to  be  an 
explanation  have  disappeared.  Thus  modern  municipal 
needs  and  current  municipal  ideals  are  so  much  at  vari¬ 
ance.  We  have  not  only  lost  decent  government  in  prac¬ 
tice,  but,  we  have,  also,  lost  proper  standards  of  govern¬ 
ment.  Reform  cries  such  as  “  Turn  the  rascals  out,”  and 
“  Get  good  men  to  attend  primaries  and  elections,”  show 
this.  For,  all  experience  shows  that  where  this  is  done 
the  only  result  is  to  put  other  rascals  in  or  to  put  in 
honest  men  who  become  rascals.  For  instance,  the  civic 
federation  claimed  that  some  of  the  rascals  were  turned 
out  at  the  last  election  in  Chicago,  but  by  common 
consent  the  council  to-day  is  the  most  corrupt  the  city 
ever  had. 

The  false  ideas  of  government  have  gone  to  the  extent 
of  distorting  even  our  intellectual  judgment  as  to  what 
is  proper  service  on  the  part  of  public  or  semi-public 
corporations.  .This  perversion  of  judgment  leads  us  to 
magnify  all  that  we  call  “  mine,”  and  to  minimize  the 
importance  of  all  that  we  call  “  ours.”  The  result  is 
not  only  a  neglect  of  all  public  duty,  but  also  a  fail¬ 
ure  to  appreciate  the  criminality  of  such  neglect.  If 
this  analysis  be  correct,  it  follows  that  the  remedy  must 
be  a  slow  and  a  general  one. 

Two  powerful  influences  are  working  for  reform. 
First,  the  colleges  and  universities  have  but  recently 
turned  towards  the  study  of  this  problem.  Nothing 
could  be  farther  from  the  truth  than  the  popular  idea 
that  the  universities  have  no  influence  on  the  solution 
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of  such  problems.  These  are  scientific  questions  and 
can  be  settled  only  after  scientific  investigation  by  sci¬ 
entific  men.  The  influence  of  university  opinion  on 
questions  of  state  seems  very  intangible  and  slow,  but  it 
is  none  the  less  sure  and  effective. 

The  other  great  influence  tending  towards  reform  is 
the  rapid  spread  of  corruption  itself.  Men  corrupt 
councils  for  the  sake  of  gain  only.  If  wealth  con¬ 
tinues  to  increase  and  to  become  more  and  more  con¬ 
centrated,  and  the  numbers  of  the  poor  increase  at  the 
same  time,  we  may  expect  at  no  distant  day  the  de¬ 
mands  of  the  bribe-receivers  to  become  so  frequent  and 
so  large  as  to  destroy  the  possibility  of  profit  to  those 
who  pay  bribes.  When  that  day  comes,  the  corruption¬ 
ist  will  ally  himself  with  the  scientific  opinion  of  the 
universities,  and  become  the  most  ardent  reformer. 
For  the  most  of  men  prefer  good  government  as  soon  as 
they  cease  to  make  personal  gain  from  corrupt  govern¬ 
ment. 

Dr.  Wa.shington  Gladden  :  The  first  question  is  what 
we  should  regard  as  business  methods  in  municipal  ad¬ 
ministration.  The  answer  might  be : 

I.  The  organization  of  the  public  business  in  such  a 
way  that  responsibility  shall  be  clearly  defined  and  en¬ 
forced.  2  The  employment  in  public  stations  of  those 
who  are  presumably  well  qualified  to  discharge  their 
dutie.s.  3  The  greatest  economy  iu  administration, 
consistent  w’ith  good  service.  These  would  be  business 
methods,  I  should  say.  In  the  way  of  the  adoption  of 
each  and  all  of  these  there  are  many  obstacles. 
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So  far  as  the  selection  of  the  most  competent  service 
is  concerned,  it  is  evident  that  the  political  machines 
have  only  a  subordinate  interest  in  them.  The  offices 
are  not  regarded  as  positions  of  public  responsibility  and 
duty ;  they  are  regarded  as  the  rewards  of  faithful  work 
for  the  party.  In  short,  it  may  be  said  that  all  the  in¬ 
terests,  traditions,  purposes,  ideas  of  the  men  who  make 
a  business  of  politics  are  naturally  adverse  to  the  adop¬ 
tion  of  business  methods  in  municipal  administration. 
The  more  businesslike  these  mcthcxls  are,  the  more 
rigidly  efficiency  and  economy  and  skill  and  experi¬ 
ence  and  responsibility  were  insisted  on,  the  smaller 
their  opportunity  would  be. 

The  great  obstacles  in  the  way  of  the  adoption  of  busi¬ 
ness  principles  in  municipal  government  are  the  politi¬ 
cal  organizations,  controlled  by  the  men  who  make  a 
business  of  politics.  These  people  are  greatly  strength¬ 
ened  in  their  -work  of  obstruction  by  those  who  have 
nothing  to  do  with  politics.  There  are  a  great  many 
men  in  all  our  cities  who  are  both  capable  and  honest, 
who  might  render  the  city  efficient  service,  but  who  re¬ 
fuse  to  do  so  because  of  the  sacrifice  involved.  When 
our  present  mayor  took  office  he  made  a  strenuous  effort 
to  secure  as  his  heads  of  departments  several  able  men, 
but  they  declined  to  come  to  his  aid.  By  this  unpatri¬ 
otic  reluctance  to  make  the  necessary  sacrifice  of  case  or 
gain  for  the  public  good  the  rule  of  the  bosses  is  con¬ 
tinued. 

The  political  machine,  who.se  interest  lies  in  the  ol)- 
struction  of  busine.ss  methods  of  administration,  is  also 
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bulwarked  by  the  abject  partiansliip  of  the  great  ma¬ 
jority  of  voters.  It  is  the  machine  that  wins  the  party 
victories,  and  almost  everything  will  be  forgiven  to  those 
who  will  lead  the  party  to  victory. 

Finally,  if  I  may  use  a  kind  of  Hibernianism,  I  would 
.say  that  one  of  the  great  obstacles  to  the  adoption  of 
business  methods  in  the  city  affairs  is  something  that 
isn’t  there.  The  apostle  says  that  things  that  are  not 
.sometimes  bring  to  naught  things  that  are,  and  we  have 
here  an  illustration  of  it.  The  lack  of  public  spirit, 
of  an  active,  effective  municipal  pride  and  patriotism 
on  the  part  of  the  people  at  large,  is  the  great  hindrance 
to  mnnicipal  reform.  Services  and  sacrifices  are  re¬ 
quired  not  only  of  the  few  who  are  summoned  to  take 
office,  but  of  all  the  rest  of  the  citizens.  The  business 
of  governing  a  city  is  an  arduous  business.  It  requires 
of  all  citizens  more  than  most  citizens  are  willing  to 
render.  We  are  too  busy — most  of  us,  with  our  shops 
and  our  merchandise,  our  briefs  and  our  sermons,  to  give 
much  attention  to  this  great  business  of  governing  the 
city.  We  leave  that  mostly  to  the  men  who  make  a 
bu.sine.ss  of  it.  By  so  doing  we  openly  confess  to  them 
that  public  interest  may  be  sacrificed  to  private  gain. 
How  can  we  complain  if,  when  they  find  themselves  in 
office,  they  act  upon  onr  principle  ? 

Professor  J.  W.  Jenks  :  In  the  discussion  of  the  papers 
that  have  jnst  preceded,  one  must  approve  the  emphasis 
that  has  been  placed  upon  a  proper  civic  spirit,  and  the 
condemnation  of  bribery ;  but,  on  the  other  hand,  the 
importance  of  the  mechanism  of  city  government  has 
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been  somewhat  too  much  minimized.  The  mechanism 
itself  is  of  little  importance,  but  it  often  determines 
what  the  public  spirit  of  the  citizen  shall  be.  In  reform 
movements  we  must  give  good  citizens  something  spe¬ 
cific  to  work  for,  or  we  shall  not  rouse  interest.  Fur¬ 
thermore,  upon  the  fonns  of  the  city  government  them¬ 
selves  depends  to  a  very  great  extent  the  kind  of  officials 
that  we  have.  The  aphorism,  “  It  matters  not  if  Lucifer 
frames  our  laws  if  only  Gabriel  administers  them,”  is  a 
happy  one,  and  true.  But  it  is  also  true  that  when 
Lucifer  does  form  a  city  charter,  Gabriel  has  no  chance 
at  all  to  become  mayor.  On  the  other  hand  the  sons  of 
Belial  wull  surely  be  in  the  city  council.  Our  city 
charters  then  should  be  so  framed  that  they  will  tend  to 
give  us  better  city  officials.  It  is  much  better,  if  the 
weak  point  in  our  city  governments  is  the  city  council, 
to  reform  it,  than  to  do  away  with  it.  Our  system  of  elect¬ 
ing  city  councils  very  frequently  prevents  good  citizens 
from  taking  part  in  city  government ;  it  tends  also  so  to 
discourage  them  that  they  pay  little  attention  to  their 
duties  as  citizens.  If,  now,  we  had  a  city  council 
elected  on  a  proportional  representation  plan,  then  we 
should  find  that  the  civic  mechanism  would  tend  to  en¬ 
courage  our  citizens  to  study  the  problems  of  city  gov¬ 
ernment  more,  and  to  take  an  active  part  in  it. 

There  is  one  other  mechanism  that  may  encourage  a 
better  civic  spirit.  Many  of  our  officials  would  do  bet¬ 
ter  if  they  knew  how,  but  they  do  not  stay  long  enough 
in  office  to  learn,  and  they  have  no  one  to  show  them. 
No  one  ean  doubt  that  if  our  city  treasurers  were  to 
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have  their  books  frequently  examined  by  a  state  inspector 
who  would  make  suggestions  for  improvement,  it  would 
tend  toward  stimulating  them  in  carefulness.  Further 
than  that,  if  an  annual  report  were  made  showing  the 
comparative  standing  of  all  the  different  cities  of  the 
state  as  regards  the  way  in  which  they  collected  and  ex¬ 
pended  their  revenues,  managed  their  water  supply, 
their  lighting,  their  street  car  system,  etc.,  we  should 
have  a  helpful  spirit  of  emulation  aroused  between  the 
different  cities.  No  other  country  in  the  world  lets  its 
cities  go  on  without  some  central  supervising  force.  I 
quite  agree  that  our  legislatures  have  too  much  to  do 
with  our  cities.  Our  cities  should  be  free  in  action,  but 
they  should  be  compelled  to  work  under  inspection. 

A  better  civic  spirit  is  certainly  needed.  A  propor¬ 
tional  system  of  election  for  boards  of  aldermen,  and  a 
state  supervisory  board  for  cities,  would  both  do  much 
toward  cultivating  such  a  spirit. 

Professor  Bemis :  The  tenn  “  business  administra¬ 
tion  ”  whose  introduction  into  our  city  governments  we 
are  here  considering,  is  too  often  associated  in  the  minds 
of  the  people  with  those  harsh  tendencies  of  keenly  com¬ 
petitive  business  which  lead  to  long  hours  and  sweat 
shop  labor.  We  should  make  it  very  plain  that  we 
mean  simply  an  honest  and  efficient  administration  con¬ 
ducted  on  broad  and  liberal  lines  for  the  higher  welfare 
of  the  whole  community.  ^ 

Better  machinerj'  of  city  government,  such  as  Pro¬ 
fessor  Jenks  and  others  have  suggested,  is  indeed  essen¬ 
tial  to  reform,  but  we  have  now  reached  the  point  where 
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it  is  easier  to  draft  a  proper  city  charter  than  to  convince 
the  moving  forces  of  society  of  the  desirability  of  re¬ 
form  or  to  arouse  a  social  conscience  that  shall  lead  to 
the  sacrifices  necessary  for  its  adoption  and  administra¬ 
tion. 

In  considering  civic  reform  we  may  in  a  rough  way 
divide  society  into  four  classes.  The  first  is  that  portion 
of  the  very  wealthy  whose  large  profits  from  city  fran¬ 
chises  and  evasions  of  taxation  would  be  endangered, 
and  rightly,  by  an  honest  and  efficient  government ; 
second,  the  well-to-do  merchant  and  manufacturer  ;  third 
the  small  business  man  and  home  owner,  and  last  the 
wage-earners.  It  is  hardly  necessary  to  classify  sepa¬ 
rately  the  professional  classes  as  most  of  those  take  the 
same  attitude  toward  civic  reforms  as  do  the  first  or 
second  class. 

Now  the  first  class  is  to  today  all  powerful.  City 
councils  and  assessors  are  readily  “  persuaded  ”  to  do  the 
bidding  of  these  practical  rulers  of  ours.  Of  this  class 
Mayor  Swift  of  Chicago  recently  spoke  when  he  said  to 
the  Commercial  Club  of  his  city  :  “  Talk  about  anarchy  ; 
talk  about  breathing  the  spirit  of  communism.  What 
does  it  more  than  the  representative  citizens  of  Chicago  ? 
*  *  *  Who  bribes  the  Common  Council  ?  It  is  not 

men  in  the  common  walks  of  life.  They  are  men  in 
your  own  walks  of  life,  sitting  by  your  firesides,  at  your 
clubs.” 

The  demoralization  in  this  class  may  not  be  as  serious 
in  most  other  cities,  but  it  is  everywhere  alarming.  Al¬ 
though  it  is  claimed  that  corruption  is  necessitated  by 
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the  raids  of  blackmailing  aldermen,  yet  those  who  thus 
defend  themselves  rarely  give  of  w’ealth  and  great  ability 
to  secure  better  city  charters  and  better  officials  so  as  to 
diminish  the  temptations  of  which  complaint  is  made. 

The  remedy  of  city  ownership  of  these  enonnously 
profitable  monopolies  of  light  and  street  raihvays  is 
feared  by  many  because  of  the  possibilities  of  a  corrupt 
civil  service.  But  against  the  spoilsman  who  usually 
enjoys  little  social  standing  or  respect,  reform  seems 
destined  to  find  easier  travelling  than  against  the  de¬ 
moralizing  influence  of  some  so-called  “  best  citizens” 
wliose  financial  interests  are  so  greatly  promoted  by  the 
present  order  of  things.  All  this  should  not  prevent 
our  laboring  to  introduce  honest  and  thorough  regula¬ 
tion  of  these  city  monopolies  while  still  in  private  hands. 
The  second  class,  the  well-to-do  manufacturers  and 
merchants,  fear  that  a  reform  administration  would  lead 
to  larger  taxes  upon  them  than  now,  partly  because  the 
small  house  owner  to-day  pays  an  undue  proportion, 
and  partly  because  a  good  government  not  only  means 
one  that  is  more  honest  and  to  that  extent  more 
economical,  but  also  one  that  will  spend  more  on  needed 
improvements  in  streets,  education;  etc.,  than  do  our 
present  inefficient  governments.  Yet  this  class  has 
much  to  gain  from  the  increased  respect  for  wealth 
that  will  be  developed  when  it  is  not  associated  with 
special  privileges.  The  obstacles  to  any  strong  effort 
for  a  business  administration  on  the  part  of  a  third  class, 
the  small  business  man  and  the  owner  of  a  modest 
home,  is  a  narrow  partisanship  and  an  absorption  in 
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is  concerned,  it  is  evident  that  the  jxililical  machines 
have  only  a  subordinate  interest  in  them.  The  ofTiccs 
arc  not  re^'arde<l  as  jvtsitionsof  piihlic  rcs]x»n>ihility  ami 
duly;  they  are  regarded  as  the  rewards  of  faiti\ftil  woik 
f»»r  the  party.  In  short,  it  may  Ik*  said  that  all  the  in¬ 
terests,  tr.ulitions,  |inr|K»ses,  ideas  of  the  men  who  m.ike 
a  Imsiness  of  |x»litics  are  n.itnrally  adverNC  to  the  adoji- 
ti»m  of  Imsiness  methixls  in  mnnieipd  adminisir.ition. 
The  more  hnsinesslike  thesi*  metho«ls  are,  the  more 
rij'idly  efficiency  and  economy  and  skill  and  cxjK'ri- 
ence  ami  resjMmsihility  were  insisted  on,  the  smaller 
their  ()j)|K)rtnnity  woidd  he. 

The  ;;rcat  obstacles  in  the  way  of  the  adoption  of  hnsi- 
ness  principles  in  mnnicipal  j^overnment  are  the  jwiliti- 
cal  orj^anizations,  controlled  by  the  Jiicn  who  m.ake  a 
business  of  politics.  These  ireoplc  arc  j;rcatly  strenj^th- 
ened  in  their  work  of  obstruction  by  those  who  have 
nothinjj  to  do  with  {wlitics.  There  are  a  oreat  many 
men  in  all  onr  cities  who  arc  both  capable  and  honest, 
who  might  render  the  city  efficient  service,  but  who  re¬ 
fuse  to  do  .so  because  of  the  sacrifice  involved.  When 
our  present  mayor  took  office  he  made  a  strennous  effort 
to  secure  as  his  heads  of  dejiartments  several  able  men, 
but  they  declined  to  come  to  his  aid.  By  this  unpatri¬ 
otic  reluctance  to  make  the  ncce.ssary  sacrifice  of  case  or 
gain  for  the  public  gootl  the  rule  of  the  bosses  is  con¬ 
tinued. 

The  political  machine,  who.se  intere.st  lies  in  the  ob¬ 
struction  of  busine.ss  methods  of  administration,  is  also 
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jority  of  voIlts.  It  is  the  machine  that  wins  the  party 
victories,  anil  almost  everythin}'  will  Ik-  forj^iiven  to  those 
who  will  leail  the  jmrty  to  victory. 

iMiially,  if  I  may  use  akiml  of  1  Iil)ernianisni,  1  would 
s;iy  that  one  of  the  j'reat  ohstaclo  to  the  adoption  of 
hiiNines'i  methiHU  in  the  city  aff.iirs  is  somethin};  th.it 
isn't  there.  The  apostle  s;i\s  th.it  thin};s  that  are  not 
sometimes  hriii}*  to  nau};ht  thin};s  that  are,  ami  we  have 
here  an  illiistr.ition  of  it.  The  lack  of  public  .spirit, 
of  an  active,  elTective  municipal  pride  ami  patriotism 
on  the  j)art  of  the  people  at  larj^e,  is  the  }'reat  hindrance 
to  muuicijial  reform.  Services  ami  .sacrifices  are  re- 
(juired  not  only  of  the  few  who  are  summoned  to  take 
ofTice,  hut  of  all  tile  rest  of  the  citizens.  The  busine.ss 
of  };ovcrniii};  a  city  is  an  arduous  business.  It  requires 
of  all  citizens  more  than  most  citizens  are  willing  to 
render.  We  are  too  busy — most  of  us,  with  our  shops 
and  our  merchandise,  our  briefs  and  our  sermons,  to  give 
much  attention  to  this  great  business  of  governing  the 
city.  We  leave  that  mostly  to  the  men  who  make  a 
business  of  it.  Ily  so  doing  we  openly  confess  to  them 
that  public  interest  may  be  sacrificed  to  private  gain. 
How  can  we  complain  if,  when  they  find  themselves  in 
office,  they  act  upon  our  principle  ? 

Professor  J.  W.  Jeiiks  :  In  the  discussion  of  the  papers 
that  have  just  preceded,  one  must  approve  the  emphasis 
that  has  been  placed  upon  a  proper  civic  spirit,  and  the 
condemnation  of  bribery ;  but,  on  the  other  hand,  the 
importance  of  the  mechanism  of  city  government  has 
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it  is  easier  to  draft  a  proper  city  charter  than  to  convince 
the  moving  forces  of  society  of  the  desirability  of  re¬ 
form  or  to  arouse  a  social  conscience  that  shall  lead  to 
the  sacrifices  necessary  for  its  adoption  and  administra¬ 
tion. 

In  considering  civic  reform  we  may  in  a  rough  way 
divide  society  into  four  classes.  The  first  is  that  portion 
of  the  very  wealthy  whose  large  profits  from  city  fran¬ 
chises  and  evasions  of  taxation  would  be  endangered, 
and  rightly,  by  an  honest  and  efficient  government ; 
second,  the  well-to-do  merchant  and  manufacturer  ;  third 
the  small  business  man  and  home  owner,  and  last  the 
wage-earners.  It  is  hardly  necessary  to  cla.ssify  sepa¬ 
rately  the  professional  classes  as  most  of  those  take  the 
same  attitude  toward  civic  reforms  as  do  the  first  or 
second  cla.ss. 

Now  the  fii'st  class  is  to  today  all  powerful.  City 
councils  and  assessors  are  readily  “  persuaded  ”  to  do  the 
bidding  of  these  practical  rulers  of  ours.  Of  this  class 
Mayor  Swift  of  Chicago  recently  .spoke  when  he  said  to 
the  Commercial  Club  of  his  city  :  “  Talk  about  anarchy  ; 
talk  about  breathing  the  spirit  of  communism.  What 
does  it  more  than  the  representative  citizens  of  Chicago  ? 
*  *  *  Who  bribes  the  Common  Council  ?  It  is  not 

men  in  the  common  walks  of  life.  They  are  men  in 
your  own  walks  of  life,  sitting  by  your  firesides,  at  your 
clubs.” 

The  demoralization  in  this  class  may  not  be  as  serious 
in  most  other  cities,  but  it  is  everywhere  alarming.  Al¬ 
though  it  is  claimed  that  corruption  is  necessitated  by 
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the  raids  of  blackmailing  aldermen,  yet  those  who  thus 
defend  themselves  rarely  give  of  wealth  and  great  ability 
to  secure  better  city  charters  and  better  officials  so  as  to 
diminish  the  temptations  of  which  complaint  is  made. 

The  remedy  of  city  ownership  of  these  enonnously 
profitable  monopolies  of  light  and  street  railways  is 
feared  by  many  because  of  the  possibilities  of  a  corrupt 
civil  service.  But  against  the  spoilsman  who  usually 
enjoys  little  social  standing  or  respect,  reform  .seems 
destined  to  find  easier  travelling  than  against  the  de¬ 
moralizing  influence  of  .some  so-called  “  best  citizens” 
whose  financial  interests  are  so  greatly  promoted  by  the 
present  order  of  things.  All  this  should  not  prevent 
our  laboring  to  introduce  honest  and  thorough  regula¬ 
tion  of  these  city  monopolies  while  still  in  private  hands. 
The  second  class,  the  well-to-do  manufacturers  and 
merchants,  fear  that  a  reform  administration  would  lead 
to  larger  taxes  upon  them  than  now,  partly  because  the 
small  house  owner  to-day  pays  an  undue  proportion, 
and  partly  because  a  good  government  not  only  means 
one  that  is  more  honest  and  to  that  extent  more 
economical,  but  also  one  that  will  spend  more  on  needed 
improvements  in  streets,  education,  etc.,  than  do  our 
present  inefficient  governments.  Yet  this  class  has 
much  to  gain  from  the  increased  respect  for  wealth 
that  will  be  developed  when  it  is  not  associated  with 
speeial  privileges.  The  obstacles  to  any  strong  effort 
for  a  business  administration  on  the  part  of  a  third  class, 
the  small  business  man  and  the  owner  of  a  modest 
home,  is  a  narrow  partisanship  and  an  absorption  in 
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the  small  business  man  and  the  owner  of  a  modest 
home,  is  a  narrow  partisanship  and  an  absorption  in 


i'/8  American  Economic  Association  Hand-Book. 

bread  winning,  but  this  class  woixld  gain  largely  by 
juster  taxes,  a  wdser  use  of  the  money  raised,  better 
management  of  city  monopolies,  etc. 

Then  we  come  to  the  wage-earners,  poor  and  often 
prejudiced,  though  often  also  having  a  surprisingly 
broad  view  of  many  social  problems.  This  class  will 
hardly  take  the  lead  in  many  great  reforms  unless  they 
have  a  special  class  bearing,  but  can  be  induced  to  fol¬ 
low  good  leadership  if  it  is  furnished  them.  The  great 
trouble  in  reaching  this  class  has  been  the  kid  glove 
character  of  mxich  of  our  reform  work.  That,  fortu¬ 
nately,  is  passing  away  and  the  forces  of  reform  are  being 
massed  all  along  the  line.  This  is  not  a  class  struggle ; 
rather  is  there  need  of  a  new  social  conscience  in  all 
ranks  of  society.  It  is  not  so  much  any  radical  indus¬ 
trial  reorganization  that  is  immediately  needed,  as  a 
revolution  in  all  our  ethical  conceptions  of  public 
righteousness  and  of  our  duty  to  advance  the  same 
at  whatever  personal  sacrifice.  The  public  conscience 
must  be  aroused  to  take  po.ssession  of  ward  club  and  pri¬ 
mary,  as  well  as  polling  place,  to  the  end  that  the  trxie 
friends  of  the  people  may  take  the  place  of  the  alderman 
who  holds  that  .since  posterity  has  done  nothing  for  him 
he  needs  to  do  nothing  for  posterity.  Nor  must  work 
stop  with  the  election.  Every  day  thereafter  a  watchful 
though  friendly  public  opinion  must  support  the  efforts 
of  the  courageous  public  officer  in  his  efforts  to  realize 
in  some  measure,  in  every  place,  the  vision  of  the  White 
City  that  we  saw  in  1893. 
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THE  THEORY  OF  ECONOMIC  PROGRESS.' 

BY  PROFESSOR  JOHN  B.  CLARK. 

Opinions  concerning  the  future  are  usually  colored  by 
optimism.  Whatever  humanity  needs  we  think  it  will 
ultimately  have.  This  confidence  is  strengthened  by 
the  fact  of  progress,  and  in  particular,  by  a  mechanical 
progre.ss  that  is  unmistakable  and  rapid.  Machinery, 
as  it  seems,  must  soon  lighten  labor  and  enrich  the 
workers’  lives. 

This  forward  movement  of  society  and  the  hopeful 
attitude  that  goes  with  it,  are  nece.ssary  to  make  life  in 
the  present  worth  living.  A  static  condition,  though  it 
were  full  of  comforts,  would  be  intolerable.  The  pict¬ 
ure  of  a  stationary  state  pre.sented  by  John  Stuart  Mill 
as  the  goal  of  eompetitive  industry  is  the  one  thing 
needed  to  complete  the  impression  of  dismalness  made 
by  the  political  economy  of  the  early  period.  A  state 
could  not  be  so  good  that  the  lack  of  progress  would  not 
blight  it ;  nor  could  it  be  so  bad  that  the  fact  of  progress 
would  not  redeem  it.  static  paradise  would  be  intol¬ 
erable  ;  but  a  dynamic  purgatory  would  have  at  least 
oue  supreme  charm,  and  would  be  the  better  state  of 
the  two. 

The  decisive  test  of  an  economic  system  is  the  rate 
and  direction  of  its  movement.  How  will  our  own  sys- 
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tern  bear  that  test  ?  Has  it  the  power  always  to  pro¬ 
gress?  It  is  now  what  it  is, — neither  as  good  nor  as 
bad  as  it  might  be ;  but  if  it  is  snre  always  to  improve, 
what  it  is  now  is  of  secondary  consequence. 

Theory  should  give  an  a  priori  answer  to  the  ques¬ 
tion.  Certain  forces  are  now  acting,  and  at  present  they 
ensure  improvement.  The  progress  begins  with  the 
fonnation  of  a  society.  Association  is  a  dynamic  fact. 
A  man  must  consume  a  variety  of  things  if  his  income 
is  to  do  him  much  good.  In  any  one  form,  a  large  in¬ 
come  would  glut  the  particular  want  to  which  it  minis¬ 
ters.  Give  the  man  only  food  till  he  is  satiated,  or  give 
him  clothing  till  he  is  over-burdened,  and  the  final  unit 
of  his  income  is  worth  nil.  Diversify  his  consumption 
and  you  relieve  the  difficulty.  Large  amounts  of  wealth 
will  not  now  pall  on  him. 

An  isolated  man  could  not  secure  the  needed  variety 
of  goods.  By  becoming  a  Jack-of-all-trades  he  might 
make  for  himself  a  few  different  things.  If  he  carried 
the  process  far  he  would  lose,  as  a  producer,  more  than 
he  would  gain  as  a  consumer.  Effective  production  de¬ 
mands  specialization.  A  man  should  produce  only  one 
thing  or  a  part  of  a  thing.  Isolated  life  would  be  static. 
The  law  of  consumption,  demanding  diversification, 
and  the  law  of  production,  demanding  specialization 
would  work  against  each  other  and  bring  economic  pro¬ 
gress  to  a  halt.  It  is  a  deadlock  created  by  the  primary 
economic  force.s. 

Exchanges  remove  the  deadlock.  They  enable  the 
primary  forces  of  economic  life  to  work  together  instead 
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of  against  each  other.  By  producing  for  a  market  and 
getting  goods  from  a  market  a  man  gets  the  benefits 
that  come  from  varied  consumption,  and  also  those  that 
come  from  specialized  production.  He  may  produce 
only  one  thing  and  yet  secure  many.  This  compound¬ 
ing  of  gains  hurries  the  social  man  forward  in  a  race  of 
improvement.  More  and  more  minute  in  kind  becomes 
his  own  production.  He  may  put  one  small  touch  on 
one  commodity,  and  yet  lay  the  world  under  tribute  to 
furnish  articles  for  the  satisfaction  of  his  countless 
wants. 

By  virtue  of  his  economic  nature,  as  well  as  for  other 
reasons,  man  is  a  social  being.  To  gratify  the  two  card¬ 
inal  tendencies  of  his  economic  nature  he  accepts  the  re¬ 
strictions  of  society.  There  is  no  doubt  that,  on  the 
economic  side,  social  life  restricts.  Civil  law  is  in  a  way 
restrictive ;  yet  nothing  in  it  so  dominates  the  individual 
as  does  economic  law.  This  latter  force  it  is  that  puts 
the  man  into  a  shop,  keeps  him  there  for  ten  hours  a 
day,  and  minutely  dictates  what  he  shall  do.  It  is  be¬ 
ginning  to  be  understood  that,  while  we  do  indeed  live 
in  freedom,  we  live,  move  and  have  onr  being  as  society 
collectively  wills.  We  may  work  or  not  as  we  please ; 
but  if  we  do  not  work,  society  will  not  present  to  us  the 
multiform  gifts  that  oiir  wants  require.  We  may  choose 
our  occupation  ;  btit  if  we  so  choose  as  not  to  confonn 
our  products  to  the  needs  of  the  world,  we  shall  get  but 
little  from  the  world.  The  collective  will  is  practically 
dominant. 

It  is  now  understood  that  economic  problems  cannot 
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be  solved  by  a  merely  individualistic  study.  With  all 
the  attention  that  we  may  give  to  man,  the  atom  of  the 
econolnic  system,  we  must  recognize  the  social  organism 
in  its  entirety.  It  acts  and  it  develops.  It  is  a  sentient 
and  intelligent  being.  It  satisfies  its  own  wants  l)y  a 
minutely  regulated  industry.  It  is  isolated,  like  a  prim¬ 
itive  cave  dweller.  Commerce  is  becoming  world  wide  ; 
the  circle  of  exchanges  will  soon  include  all  men.  If 
the  collective  being,  society,  finds  within  itself  opposing 
forces,  as  did  the  isolated  man,  it  cannot  relieve  the  dif¬ 
ficulty  by  exchanging  products  with  any  other  society. 
Within  its  own  forces  must  lie  tlie  perpetual  springs  of 
progress,  or  the  mov'ement  will  stop.  Industrial  man 
translated  himself  to  a  dynamic  plan  of  industrial  life  by 
associating  with  other  men.  Society  as  a  whole  has  no 
associates  within  reach.  WHiolly  within  itself  must  lie 
its  power  of  progress. 

Competition  is  rivalry  in  mutual  .service.  It  is  all 
men  striving  to  outdo  each  other  in  benefiting  all  men. 
It  is  emulation  but  not  normally  war.  It  is  the  social 
guarantor  of  progress.  It  compels  the  directors  of  in- 
dustr)'  forever  to  improve  their  methotls.  Specialization 
opens  the  way  for  the  use  of  machinery.  Mechanical 
genius,  when  .solitary,  is  sterile.  This  is  not  merely  be¬ 
cause  an  isolated  man  would  not  think  of  machines ;  it 
is  because  he  would  have  no  use  for  them.  The  ma¬ 
chine  is  par  excellence  a  specialist,  and  requires  a 
market.  It  puts  its  one  minute  touch  on  an  endless 
series  of  goods  all  of  one  kind.  It  must  find  a  place  in 
which  to  sell  them.  It  must  work  for  .society.  A.ssocia- 
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tion  made  macliinery  possible,  and  machinery  furnished 
a  nexus  that  has  made  the  social  connection  close  and 
perpetual. 

Machinery  has  an  irrepressible  growth.  When  once 
a  machine  is  introduced,  it  has  no  power  to  keep  its 
original  form.  It  is  compelled  to  grow  into  new  and 
better  shapes,  hhnployers  are  forced  to  make  their  steel 
serv'^ants  take  on  more  and  more  efficient  forms.  Me¬ 
chanical  gains  bewildering  in  their  rapidity  result  from 
the  abject  dependence  of  a  competing  employer  on  the 
comparative  excellence  of  his  producing  mechanism. 
This  must  be  not  merely  good,  but  as  good  as  is  that  of 
competitors. 

The  question  to  be  decided  is  whether  the  mercantile 
effects  of  the  use  of  machinery  will  ever  stop  the  in¬ 
crease  of  its  mechanical  efficiency.  •  Can  the  social  nexus 
ever  be  too  close  ?  Will  the  binding  together  of  hu¬ 
manity  in  one  producing  organism  ever  bring  a  dead¬ 
lock  in  the  forces  of  the  organism  that  will  make  it 
static  ? 

A  feature  of  organized  life  is  the  fact  that  laborers  do 
not  sell  their  own  products  to  the  consuming  public. 
They  .sell  them  to  their  employers  and  let  them  put  them 
on  the  market.  Workers  normally  get,  in  the  form  of 
wages,  the  price  of  that  part  of  the  product  that  is 
specifically  due  to  their  work.  The  act  of  a  force  of 
laborers,  in  virtually  .selling  their  products  to  one  em¬ 
ployer,  constitutes  the  first  and  most  complete  of  com¬ 
mercial  pools.  It  has  the  effeet  of  cutting  off  such 
competition  as  would  exist  if  each  man  were  an  inde- 
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pendent  producer,  taking  his  product  in  kind  and  ped¬ 
dling  it  through  tlie  community.  The  competition  be¬ 
tween  different  employers  survives.  It  regulates  wages 
and  prices  and  erasures  progress.  It  causes  industrial 
methods  forever  to  improve. 

The  employer’s  position  is  strategic  and  gives  him  a 
command  over  the  methods  of  industry.  He  decides 
what  shall  be  produced,  and  how  it  shall  be  produced. 
His  position  is  also  critical,  since  his  commercial  life 
depends  on  his  efficiency  as  a  coordinating  agent.  He 
can  keep  his  place  only  by  being  as  efficient  as  his  com¬ 
petitors  ;  and  that  means  that  his  methods  must  become 
continually  better.  He  cannot  survive  by  merely  direct¬ 
ing  his  industry  as  well  as  he  did  when  he  assumed  his 
control  of  it;  he  must  direct  it  better  and  better.  The 
condition  of  being  an  employer  at  all  is  that  of  using 
methods  that  in  efficiency  are  on  a  plane  with  those  used 
by  others.  One  must  march  abreast  of  the  general  rank 
in  order  to  survive  ;  and  he  must  sometimes  step  in  ad¬ 
vance  of  the  rank,  if  he  is  to  make  a  profit.  The  rank 
will  then  overtake  him  in  his  advanced  position ;  and 
the  result  of  the  whole  movement  will  be  a  universal 
forw^ard  step.  New  machines,  new  materials,  new 
motive  powers  are  used,  at  first  locally.  Oue  employer 
introduces  them  and  thrives  by  the  means.  Then  all 
competitors  get  them,  and  in  the  end  the  pxiblic  has  the 
benefit  resulting  from  cheapened  goods.  In  the  front 
rank  of  employers,  mere  survival ;  in  advance  of  the 
front  rank,  gain ;  by  the  advance  of  all  to  the  position 
of  the  foremost,  social  progress : — such  is  the  sequence. 
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Competing  employers  develop  a  rivalry  in  compulsory' 
beneficence.  It  is  an  effort  born  of  self  interest  to  outdo 
one’s  fellows  in  effective  altruism.  Take  that  character 
out  of  the  entrepreneurs  action  and  progress  will  stop. 
The  peril  that  the  rivalry  entails  for  employers  secures 
society  against  the  stopping  of  the  movement.  The 
employer  must  never  leave  the  critical  position  that 
forces  him  to  beneficent  activity.  Security  for  em¬ 
ployers  would  mean  paralysis  for  society. 

Kconomic  monopoly  would  mean  such  safety  for  the 
employing  class ;  and  it  would  check  the  race  for  im¬ 
provement.  We  noted  the  fact  that  the  combining  of 
artizans  under  one  employer  creates  the  first  commercial 
pool,  and  cuts  off  competition  among  men  who  would 
otherwise  be  venders  of  wares  to  the  community.  Com¬ 
binations  among  employers  continue  the  process.  Pools 
and  trusts  of  the  modern  sort  look  like  monopolies. 
Are  they  so  ?  Do  they  make  employers  secure  against 
the  effects  of  competition  ?  Do  they  stop  progress  ? 

On  an  earlier  occasion  I  presented  to  this  Association 
reasons  for  thinking  that  an  effective  competition  con¬ 
tinues  after  the  formation  of  such  unions.  We  found, 
as  a  practical  fact,  that  too  high  prices  exacted  by  a 
trust  attract  new  competitors.  The  mere  prospect  of 
such  competition  is  usually  efficient  in  keeping  the  de¬ 
mands  of  a  trust  within  limits.  It  is  a  protection  for 
the  public  against  exorbitant  prices ;  and,  in  another 
way,  it  is  a  protection  for  workmen  against  undnly  de¬ 
pressed  wages. 

What  we  now  have  to  test  is  the  extreme  theoretical 
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power  of  the  trust  to  check  progress.  It  is  to  be  con¬ 
ceded  that  the  coiupetition  that  survives  the  formation 
of  a  trust  limits  its  power  to  make  exactions  from  the 
public,  but  does  not  entirely  destroy  it.  Up  to  the  limit 
at  which  the  latent  power  of  competition  is  likely  to  be¬ 
come  active,  prices  may  be  raised  above  a  normal  level. 
If  new  competitors  are  subjected  to  any  especial  dangers 
and  difficulties,  they  may  require  a  large  prospective 
profit  to  lure  them  into  the  field.  There  are  remainders 
of  monopoly  gain  accruing  to  trusts. 

It  is  then  of  the  first  importance  to  note,  first,  that  the 
amount  of  gain,  realized  by  such  combinations  is  a 
secondary  question.  The  vital  problem  is  the  effect  of 
the  unions  on  industrial  progress.  If  they  give  an  im¬ 
petus  to  the  dynamic  movement  of  society,  they  are  to 
be  welcomed,  though  they  secure  enormous  profits.  If 
they  retard  or  stop  the  movement,  the  state  should  strain 
every'  nerve  to  suppress  them,  even  though  they  exact 
no  profit  at  all.  The  hope  of  the  world  lies  in  the  for¬ 
ward  movement.  The  gains  that  the  whole  public  get 
from  it  must  soon  obliterate  the  injury  received  by  pay¬ 
ing  to  a  federation  of  producers  even  a  large  profit  that 
is  fixed  in  amount.  The  exaction  of  the  trust  works 
arithmetically ;  it  takes  from  the  public  a  mathematical 
sum.  The  forward  movement  works  geometrically ; 
it  multiplies  every  day  the  fruitfulness  of  industry ;  and 
this  continues  forever.  We  can  stand  any  fixed  exaction 
if  we  gain  thereby  an  unending  increase  in  productive 
power. 

Now  if  the  extreme  possibilities  of  the  new  regime 
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be  tested,  it  will  be  seen  that  profits  and  the  dynamic 
movement  go  together.  The  ultimate  guaranty  that 
the  movement  shall  never  stop  lies  in  the  fact  that  the 
gains  of  trusts  must  become  capital  if  they  are  to  do 
them  much  good ;  and  to  be  capital,  these  accumulations 
must  enter  the  field  as  producing  agents. 

By  a  stretch  of  imagination  let  us  behold  the  world 
given  completely  over  to  the  dominion  of  trusts.  There 
is  one  in  every  industry.  It  is  iron-clad  in  its  mastery 
of  its  own  members,  and  can  curtail  its  output  of  goods 
at  will.  It  does  so  and  gets  rapidly  rich.  There  is  a 
universal  regime  of  monopoly  profits.  What  becomes 
of  these  accummulations  ?  They  produce  something  ; 
and  this  means  that  each  trust  is  a  check  on  the  others. 
If  combination  number  one  is  unwilling  to  enlarge  its 
own  output  of  goods,  it  must  enter  the  territory  of  trust 
uuniber  two  ;  and  vice  versa. 

Remaining  still  in  this  imaginary  world  of  universal 
combination,  we  can  see  that  this  cross  competition, — 
the  using  of  the  accumulations  of  one  trust  to  produce 
gootls  of  the  kind  formerly  controlled  by  another, — 
must,  if  it  acts  at  all,  act  very  efficiently.  The  trust 
that  begins  to  compete  with  another  has  a  strong  com¬ 
mercial  position.  It  can  find  a  market  for  its  goods. 
It  cannot  be  crushed,  as  could  a  small  competing  com¬ 
pany,  by  a  cut-throat  type  of  competition.  The  principle 
of  fi.xed  and  variable  charges,  which  has  been  studied  in 
connection  with  railroads,  has  a  certain  application  to 
manufacturing  and  commercial  dealing.  If  the  larger 
shop  expenses  and  costs  of  management  are  borne,  for 
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example,  by  the  gains  from  making  sewing  machines, 
bicycles  can  be  made  and  sold  more  cheaply  than  they 
could  be  if  the  large  initial  costs  had  to  be  defrayed  from 
the  gain  of  this  department  only.  If  the  larger  costs  of 
a  mercantile  shop  are  met  from  the  profits  on  dry  goods, 
stationery  may  be  sold  more  cheaply  than  it  could  be  if 
rent  and  the  costs  of  management  had  to  be  defrayed  by 
the  sale  of  paper  and  envelopes.  This  principle  gives 
us  department  stores ;  and  in  an  extreme  but^  possible 
case  it  might  give  us  a  departmental  system  of  manu¬ 
facturing. 

There  is  no  risk  in  the  assertion  that  the  growth  of 
capital  in  the  world  keeps  the  essential  power  of  com¬ 
petition  active.  It  is  a  practical  fact  that  managers  of 
trusts  recognize.  New  capital  keeps  progress  alive  by 
its  perpetual  intrusion  into  the  industrial  field.  For 
its  security  it  must  take  on  the  most  efficient  forms. 
If  new  machinery  is  built  to  compete  with  a  powerful 
trust  it  must  be  of  the  latest  and  best  type.  The  whole 
power  of  the  company  that  is  back  of  the  new  venture 
must  be  expended  in  utilizing  the  best  devices  that  are 
known,  and  in  discovering  others.  In  the  extreme  case 
that  we  imagined,  in  which  the  only  competitor  that 
could  contend  against  one  trust  was  another  kindred 
combination,  the  power  and  shrewdness  of  the  second 
would  be  used  in  excelling  its  rival  in  method,  just  as, 
in  the  primitive  system,  would  be  done  by  an  individual 
competitor. 

As  the  gains  of  one  trust,  taking  the  fonn  of  capital, 
may  not  only  enter  the  territory  of  a  rival  combination. 
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and  keep  down  the  prices  there  exacted,  but  may  force 
its  rival  into  a  race  of  improvement,  and  so  keep  the 
dynamic  movement  of  society  active,  it  follows  that  the 
only  combination  that  can  stop  progress  is  one  that 
should  include,  with  one  trust,  the  other  trusts  that  are 
its  possible  rivals.  These  latter  trusts  include  or  em¬ 
ploy  the  men  who  are  the  customers  of  the  former.^  on 
whom  its  exactions  are  to  be  practiced.  Such  a  com¬ 
bination  is  impossible.  I  venture  to  formulate  these 
propositions  as  expressing  the  facts  about  producers’ 
combinations  in  which  humanity  is  chiefly  interested  : 

ist.  Latent  competition  holds  the  exactions  of  a  trust 
in  check. 

2d.  It  is  not  nece.ssary  and  not  desirable  that  this  in¬ 
fluence  should  annihilate  the  gains  that  come  through 
combination. 

3d.  Accumulations  of  capital  afford  the  ultimate 
guaranty  of  industrial  progress. 

4th.  The  fact  of  progress  renders  any  exaction  from 
the  public  which  is  fixed  in  amount  a  matter  of  second¬ 
ary  conseqiience. 

On  the  stipposition  then  that  this  life-saving  social 
force,  competition,  may  have  its  vicissitudes  and  its 
changes  of  form,  but  that  it  is  by  nature  inextinguish¬ 
able,  I  desire  to  call  attention  to  some  features  of 
the  dynamic  life  that  is  thus  guaranteed. 

Inventions  will  not  stop.  In  that  direction  we  may 
give  rein  to  the  imagination  without  departing  from 
fact.  We  may  keep  the  one  expectation  that  has  never 
been  weakened,  that  of  an  increasing  command  over  the 
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forces  of  nature.  We  have  seen  visions  and  dreamed 
dreams  in  these  latter  days,  and  have  foretold  the  time 
when  machines  shall  be  automatic,  and  when  labor,  as 
Mr.  Tesla  has  said,  shall  be  reduced  to  the  touching  of 
electrical  buttons.  Deft  slaves,  tireless  workers  whose 
nerves  are  of  copper  wire  and  whose  muscles  are  steel, 
will  make  for  us  forms  of  utility  and  beauty  in  a  profu¬ 
sion  that  will  outdo  an  oriental  tale.  Will  an  incident 
of  this  gain  be  any  new  burden  on  labor  ?  Will  workers, 
as  it  were,  be  crushed  in  the  vast  engine  of  social  pro¬ 
duction  ;  or  will  the  coming  changes  work  democratic¬ 
ally,  bestowing  their  chief  benefits  where  needs  are  the 
greatest?  Will  there  be  a  general  lightening  of  labor 
and  enriching  of  life  from  the  evolution  that  is  before 
us? 

The  inventions  of  the  past  have  brought  local  hard¬ 
ship  on  laborers.  They  have  brought  a  general  benefit 
that  in  the  end  far  outweighs  the  evil.  Indeed,  in  its 
entirety,  the  gain  coming  to  labor  from  this  source  is  not 
far  from  the  total  gain  that  labor  now  gets  at  all.  De¬ 
stroy  the  accumulated  results  of  inventions  and  dis¬ 
coveries  that,  in  the  past,  have  caused  temporary  hard¬ 
ship,  and  you  will  carry  the  general  rate  of  wages  far 
below  the  starvation  level.  We  are  where  humanity  de¬ 
pends  for  its  life  on  industrial  improvements  that,  in 
their  day,  were  secured  for  it  by  some  vicarious  suffering. 

An  efficient  new  machine  often  involves  some  dis¬ 
placement  of  laborers.  A  sudden  change  of  process 
causes  them  no  longer  to  be  wanted  at  the  point  where 
the  change  occurs,  though  at  a  hundred  other  points 
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they  are  more  wanted  than  they  formerly  were.  The 
burden  of  finding  and  occupying  some  of  these  places 
falls  on  them  ;  and  for,  a  time  the  burden  may  not  be  a 
light  one.  A  dynamic  society  keeps  a  certain  number 
of  men  in  transit  from  one  employment  to  another ;  and 
to  the  men  themselves  this  fact  may  even  take  the  con¬ 
crete  shape  of  positive  want  entailed  on  themselves  and 
their  families.  With  the  massing  of  the  forces  of  labor, 
which  is  a  feature  of  present  indnstr>^,  it  is  becoming  pos¬ 
sible  to  oppose  a  certain  resistance  to  this  movement. 
Is  there  a  motive  for  such  resistance  ? 

The  more  serious  difficulty  in  the  case  formerly  con¬ 
sisted,  not  in  the  mere  necessity  for  leaving  one  place 
and  finding  another ;  it  lay  in  the  fact  that,  when  the 
new  positions  were  found,  much  acquired  skill  went  for 
nothing.  When  the  power  loom  begins  to  do  the 
weaver’s  work,  the  man,  as  transferred  to  another  craft, 
must  take  the  low'est  place. 

The  striking  fact  about  mechanical  improvement  is 
that  it  takes  much  of  this  burden  off  from  labor  and  puts 
it  upon  capital.  The  man  who  works  with  a  machine 
of  a  high  order  performs  one  simple  operation.  It  is 
quickly  learned.  If  the  man  leaves  that  minute  frac¬ 
tion  of  a  handicraft  he  can  soon  master  another.  A  fine 
subdivision  of  labor  makes  the  fraction  of  a  manufactur¬ 
ing  opertion  performed  by  any  one  man  a  minute 
oue ;  but  machiner>'  that  accompanies  this  differentiat¬ 
ing  process  has  another  effect.  It  tends  normally  to 
broaden  the  man.  His  real  trade  may  become  that  of 
mastering,  not  one  machine,  but  machinery.  If  he 
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knows  in  advance  that  he  may  have  to  leave  one  place 
in  the  shop  and  take  another,  he  may  seek  at  the  outset 
that  high  grade  of  manual  skill  which  makes  him  a  true 
mechanic.  There  may  be  intellect  blended  with  his 
manual  acquisitions.  He  may  early  seek  and  get  the 
type  of  manual  training  that  will  make  him  adaptable. 

In  the  present  state  of  the  mechanical  arts  a  man’s 
security  requires  that  he  have  a  more  generalized  ca¬ 
pacity  than  a  craftsman  of  former  times  ever  could  have. 
While  at  any  one  time  he  may  do  one  minute  thing,  he 
may  have  the  power,  with  small  loss  in  the  transition, 
to  do  any  one  of  a  .score  of  others. 

I  am  not  claiming  that  laborers  have  fully  reached 
this  condition  of  adaptability,  in  the  few  years  during 
which  mechanical  changes  have  been  so  rapid.  There 
has  not  been  time  to  get  the  intellectual  qualifications  for 
it.  What  is  clear  is  that,  by  the  mere  change  in  processes 
themselves,  labor  is  already  far  more  capable  of  mov¬ 
ing  from  place  to  place  than  it  formerly  was.  With  no 
change  in  the  man  himself,  the  movement  is  inherently 
less  difficult.  If  the  man  now  improves  the  opportun¬ 
ities  of  the  situation, — if  he  gets  the  broad  training  that 
the  times  demand, — he  may  end  by  occupying  a  far 
higher  position  than  any  old  time  craftsman  could  aspire 
to.  He  may  dominate  his  craft,  and  not  be  dominated 
by  it.  He  is  already  not  bound  but  free.  He  is  a  po¬ 
tential  master  of  many  processes.  He  may  make  his 
command  of  them  more  complete.  He  may  take,  as  it 
were,  his  master’s  degree,  and  instead  of  being  de¬ 
pendent  on  one  art,  he  may  have  many  at  his  service. 
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He  can  never  be  tied  to  a  single  proeess,  the  vanishing 
of  which  will  leave  him  helpless. 

This  is  the  natural  and  typical  effect  of  modern  de¬ 
velopment  on  the  position  of  the  laborer.  The  new 
century  ought  to  see  him  free  from  the  more  serious 
vicissitudes  that  progress  during  this  century  has  en¬ 
tailed. 

What  is  the  effect  on  capital  ?  It  is  of  a  directly  op¬ 
posite  kind.  When  the  steam  engine  and  the  spinning 
jenny  were  introduced  the  step  entailed  on  capital  very 
little  waste,  while  on  labor  it  entailed  very  much.  Now 
that  machinery  is  in  general  use,  a  further  invention  is 
liable  to  cost  labor  little  and  capital  much.  It  means 
the  discarding  of  costly  appliances.  A  machine  that  is 
out  of  date  is  material  for  the  junk  shop,  however  large 
an  investment  it  may  represent.  Progress  has  crystalized 
into  a  material  mechanism  the  element  that  suffers  by 
transition.  The  complicated  machine  is  a  hopeless 
specialist  wholly  unadaptable.  If  it  is  displaced  from 
its  present  position  it  is  good  for  nothing. 

The  effect  of  development,  then,  has  been  to  draw  a 
line  between  two  parts  of  what  formerly  made  up  a 
mechanic.  Here  is  the  man  at  w’ork  ;  and  the  tool  in 
his  hand  is  virtually  a  part  of  him.  In  this  composite 
worker,  man  and  tool,  there  is  an  element  that  ties  him, 
like  a  serf,  to  his  place  of  labor ;  while  there  is  an  in¬ 
tellectual  element  that,  of  itself,  would  make  him  free. 
A  separation  of  these  elements  has  come.  The  tool  has 
grown  in  the  man’s  hand.  It  has  taken  on  complexities 
and  become  an  intricate  appliance ;  and,  as  this  change 
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has  gone  on,  out  of  the  man  into  the  machine  has  gone 
the  element  that  binds, — the  capacity  to  do  one  thing 
and  that  only.  Within  the  man  has  grown  the  higher 
element  that  releases, — iiigcnnity  and  adaptability.  The 
machine  is  now  a  slave  indeed  ;  it  is  tied  to  its  place ; 
but  for  the  man,  the  change  means  emancipation. 

Capital  might  rebel,  if  it  could,  against  taking  on 
itself  the  wastes  of  progress.  We  b.avc  seen  that  such 
rebellion  would  be  useless.  The  opposite  policy, 
effectiial  and  certain  to  be  adopted,  is  to  make  the  im¬ 
provements,  take  the  loss,  and  get  a  profit  that  more 
than  makes  it  good.  The  locating  of  wastes  where 
they  can  be  borne  is  a  triumph  of  industrial  evolution. 
Bold  strategy  makes  capital  safe.  It  makes  industry 
productive,  and  does  so  without  putting  the  incidental 
burdens  of  it  mainly  on  displaced  labor. 

The  result  hinges  on  the  irrepressible  nature  of  com¬ 
petition,  and  that  again,  on  the  necessary  action  of  those 
mas.ses  of  capital  that,  in  the  new  regime,  are  thrusting 
themselves  into  the  field.  So  long  as  they  come  in 
abundance  into  the  field,  the  competition  that  results  is 
also  abundant  and  effectual.  We  shall  not  find  ourselves 
trying  to  make  a  salvage  from  the  wreck  of  a  formerly 
dynamic  system.  We  .shall  not  resort  to  legal  forces, 
whose  action  is  uncertain,  in  order  to  stay  the  ruin  re¬ 
sulting  from  economic  forces  who.se  action  is  sure.  It 
is  economic  force  that  guarantees  progre.ss  ;  and  unle.s.s 
it  be  thwarted,  it  ensures  it  iii  ample  mea.sure.  It  is 
honest  capital, — productive  wealth  that  is  not  filched 
from  former  owners,  but  is  conjured  out  of  non-existence, 
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— that,  in  the  especial  interest  of  labor,  needs  to  be  pro¬ 
tected.  Protect  new  capital,  and  let  that  act  according 
to  its  nature,  as  a  competing  force.  Then  instead  of 
holding  with  slippery  fingers  the  vanishing  remnants  of 
competition,  you  will  find  this  dynamic  force  acting  with 
full  energy,  and  even  more  than  in  any  other  interest, 
in  the  interest  of  labor. 

It  is  an  old  and  cant  saying  that  the  interests  of  labor 
and  of  capital  are  identical,  if  men  were  only  wise 
enough  to  sec  it.  In  some  relations  they  are  not  identical, 
and  v'orkincn  see  it  more  clearly  than  their  critics.  The 
adjusting  of  wages  at  the  time  of  a  strike  is  one  illus¬ 
tration.  The  point  of  permanent  identity  of  interest  is 
in  the  increase  of  capital,  and  in  its  dynamic  action. 
On  that  all  interests  are  dependent. 

This  fact  draws  a  new  line  of  economic  conflict  for 
those  Avho  .see  it  in  its  full  significance.  The  battle  of 
the  future,  as  intelligently  ordered,  will  be  between  hon- 
e.st  wealth  and  dishonest  wealth,  with  labor  on  the  side 
of  that  which  is  honest.  This  means,  indeed,  that  if  a 
trust  be  acting  in  a  predatory  way,  if  it  be  crushing  com¬ 
petitors  unjustly  or  illegally,  labor  is  the  natural  ally  of 
the  honest  wealth  that  opposes  the  combination.  It 
means  also  that  workmen  are  natural  allies  of  stock¬ 
holders  as  against  swindling  directors.  They  are 
equally  tb.c  allies  of  massed  capital,  wherever  it  may  be, 
so  long  as  it  acts  according  to  the  .spirit  of  the  law  and 
in  the  interest  of  progress.  Everywhere  the  battle  for 
the  protection  of  labor  is  the  battle  for  righteousness  ; 
and  that  wherever  it  is  succe.ssful,  protects  honest  wealth 
from  that  which  is  predator>% 
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Much  honest  wealth  of  the  future  may  be  massed  in 
great  holdings ;  and  the  argument  that  makes  the  work¬ 
man  its  ally  would  seem  to  ask  that  he  enlist  on  the  side 
of  a  plutocracy.  This  is  reasonable  if  in  any  important 
way  massed  wealth  is  compelled  to  act  democratically. 
If  the  worker  can  see  that  the  more  the  new  capital 
grows,  the  more  it  ministers  to  him,  he  can  be  com¬ 
fortable  among  billions  and  billionaires.  Labor  will 
still  demand  every  dollar  of  wages  that  it  can  get.  It 
will  press  its  employers  by  the  power  of  labor  unions. 
It  will  strike,  till  a  better  way  of  adjusting  claims  is 
available.  Through  its  most  belligerent  actions  it  will 
see,  when  its  eye  shall  be  clear,  the  undetected  harmony 
of  interest  between  itself  and  honestly  increasing  capital. 
It  will  fight  over  distribution  ;  but  it  will  protect  capital 
as  such.  It  will  see  in  all  legitimate  accumulations,  a 
power,  first  to  make  present  wages  high,  and  secondly, 
to  make  future  progre.ss  sure. 
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The  view  we  shall  take  of  The  Relation  of  Changes 
in  the  Volnine  of  the  Currency  to  Prosperity,  will  neces¬ 
sarily  depend  greatly  upon  the  view  we  take  of  the 
relation  of  the  volume  of  the  currency  to  prices.  There 
is  no  reason  why  those  who  discredit  the  quantity- 
theory  of  money  should  admit  that  there  is  any  neces¬ 
sary  relation  between  the  volume  of  the  currency  and 
public  prosperity.  It  has,  of  late,  been  the  fashion,  in 
some  quarters,  to  deny  any  validity  to  the  once  univer¬ 
sally  accepted  doctrine  that  the  value  of  money  depends 
upon  the  relation  between  the  supply  of  and  the  demand 
for  it ;  while  many,  who  do  not  repudiate  the  quantity- 
theory,  yet  refer  to  it  in  a  slighting  way,  or  as  if  its 
truth  were  a  matter  of  grave  question.  Thus  ^Ir.  Wells, 
in  his  “  Recent  Economic  Changes,”  after  noting  the 
fact  that  an  increase  in  the  currency  of  the  United  States 
more  than  proportional  to  the  increase  of  population 
coincided  with  “a  great  and  universal  decline  in  the 
price  of  commodities,  here  as  elsewhere,”  asks,  “  How 
do  these  experiences  harmonize  with  the  theory  that  the 
volume  of  circulating  medium  controls  prices?”  Mr. 
Wells  does  not,  indeed,  in  terms  assert  that  the  volume 
of  the  circulating  medium  does  not  control  prices ;  but 
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his  language  leaves  it  to  be  inferred  that  such  is  his  view. 
And  yet,  Mr.  Wells,  during  the  period  of  greenback  infla¬ 
tion,  held  that  the  advance  of  prices  was  due  to  the  in¬ 
crease  of  the  money-supply ;  and  in  his  “  Robinson 
Crusoe’s  Money,”  he  worked  out  the  effect  of  an  increase 
of  money-pieces  in  strict  accordance  with  the  traditional 
doctrine.  Nay,  it  is  a  fact  worthy  of  observation  that 
those  among  us  who  are  most  given  to  denying  or  dis¬ 
paraging  the  quantity-theor>'  of  money,  are  the  very  men 
who,  thirty  years  ago,  were  most  active  in  their  denun¬ 
ciations  of  the  evil  effects  of  an  inflated  currency  in  ad¬ 
vancing  prices.  It  would  be  easy  to  mention  names 
enough  to  corroborate  this  statement ;  but  it  is  not  worth 
while  to  do  so.  Apparently  these  gentlemen  think  that 
while  an  increasing  money-supply  raises  prices,  a  dimin¬ 
ishing  money-supply  has  no  necessary  relation  to  prices. 

Let  us  look  at  the  matter  historically,  though  a  very 
cursory  treatment  will  suffice.  When  the  silver  discov¬ 
eries  of  South  America,  in  the  i6th  and  17th  centuries, 
enormously  increased  the  volume  of  the  precious  metals 
in  existence,  the  rise  of  prices  which  followed  was  uni¬ 
versally  attributed  to  this  as  the  competent  and  the  sole 
cause.  No  man  anywhere  questioned  the  existence  of 
this  relation.  When,  during  the  American  Revolution, 
the  Continental  Congress  replaced  the  silver  which  had 
before  circulated,  to  perhaps  the  value  of  eighteen  mil¬ 
lion  dollars,  by  paper  exceeding  three  hundred  million, 
in  nominal  value,  all  were  agreed  that  it  was  excess  of 
quantity  which  sent  prices  up,  until  a  colonel’s  pay 
would  scarcely  find  oats  for  his  horse.  Again,  when,  in 
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the  French  Revolution,  the  assignats  were  issued  by  tens 
of  thousands  of  millions  of  francs,  excess  was  the  univer¬ 
sally  accepted  cause  for  the  fast  declining  value  of  the 
paper  money.  When,  about  1850,  the  gold  mines  of 
California  and  Australia  were  almost  simultaneously  dis¬ 
covered,  no  one  questioned  that  the  great  flood  of  new 
metal  was  the  cause  of  the  rise  of  prices  which  followed. 
Apparently,  it  is  only  when  prices  fall  that  it  occurs  to 
anybody  to  doubt  tlie  existence  of  a  necessary  relation 
between  them  and  the  money-supply.  It  seems  hardly 
possible  that,  in  all  the  instances  thus  hurriedly  recited, 
philosophers,  economists,  statesmen,  financiers  and  men 
of  affairs  could  have  been  mistaken  in  regarding  the  in¬ 
crease  in  the  volume  of  money  as  the  cause  of  rising 
prices ;  and  one  might  be  well  content  to  appeal  simply 
to  this  general  consent  of  mankind.* 

But  tho.se  who  hold  the  quantity-theory  of  money  are 
not  bound  to  prove  their  case.  That  theory  is  simply 
the  application,  to  the  .special  case  of  money,  of  the  gen¬ 
eral  principle  that  value  is  determined  in  the  relation 
between  demand  and  supply.  Prices  being  nothing, 
more  or  less,  than  the  value  of  commodities  expressed  in 
terms  of  money,  we  advance  no  fundamental  proposition 
when  we  say  that  prices  are  determined  in  the  relation 
between  the  demand  for,  and  the  supply  of,  money.  We 
merely  point  out  a  specific  instance  for  the  application 
of  a  principle  which  has  been  established  by  adequate 

*"  I  accept  the  common  doctrine  that  prices  generally  rise,  other 
things  being  equal,  in  proportion  to  the  volume  of  the  metals  which 
are  used  as  money.” — Professor  Alfred  Marshall,  testimony  before 
the  Herschell  Commission.  [No.  9629.] 
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induction,  and  the  applicability  of  which  is  not  chal¬ 
lenged  in  any  other  instance.  It  rests,  then,  with  the 
critics  of  the  quantity-theory  to  show  some  reason,  if 
they  can,  why  a  principle,  admitted  to  be  othenvise  of 
universal  application,  should  be  suspected  of  failing  at 
this  point.  This  has  never  been  done.  However  severe 
the  strictures  upon  the  quantity-theory,  however  much 
it  has  been  caviled  at,  no  one,  to  my  knowledge,  has 
seriously  undertaken  to  show  what  governs  prices,  if  the 
demand  for  and  the  supply  of  niom/y,  taken  together,  do 
not.  All  the  favorite  references  of  the  day  to  clearing¬ 
house  transactions  and  to  the  great  system  of  credits  are 
utterly  without  a  bearing  upon  tlie  validity  of  the  quan¬ 
tity-theory  of  money.  Such  transactions  and  operations 
are  properly  to  be  cited  as  explaining  the  reduction  of 
the  field  within  which  money  operates.  Statistics  of 
this  character  are  useful  in  accounting  for  the  fact  that 
the  demand  for  money  is  not  greater  than  it  is.  They 
show  how  far  credit  comes  in,  to  allow  e.xchange  to  be 
effected  without  the  use  of  money.  But,  after  all  that 
banks  and  clearing-hou.ses  and  book-accounts  can  do, 
goods  are  still  exchanged  for  money.  Are  they  not? 
Answer  this.  If  they  are,  then  the  rates  of  those  e.x- 
changes  must  be  determined  by  some  competent  econ¬ 
omic  force.  It  cannot  be  by  mere  caprice  or  accident 
that  a  man  gives  a  certain  amount  of  his  labor,  or  the 
products  of  his  labor,  for  a  certain  number  of  money- 
pieces,  and  not  for  twice  that  number.  It  cannot  be  by 
mere  caprice  or  accident  that  the  possessor  of  money- 
pieces  is  compelled  to  give  a  certain  number  of  them  for 
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a  given  quantity  of  the  other’s  labor  or  of  the  products 
of  his  labor ;  and  is  not  able  to  obtain  it  with  one-half 
that  nunibcr  of  money-pieces.  What  is  that  force  which 
compels  the  possessor  of  money  or  of  goods,  “  the  party 
of  the  first  part  ”  or  “  the  party  of  the  second  part,”  to 
give  as  much  as  he  does;  which  relieves  him  from  the 
necessity  of  giving  more  than  he  does?  In  all  other 
cases  of  value,  that  is,  in  regard  to  all  exchanges  of 
goods  for  goods,  in  regard  to  all  exchanges  of  goods 
for  services  or  of  services  for  goods,  under  all  con¬ 
ditions  and  in  all  places,  the  answer  universally  ac¬ 
cepted  is, — demand  and  supply.  Some  powerful  reason 
must  be  shown  for  believing  that  any  other  principle 
governs  prices,  i.  c.,  the  value  of  money. 

Whatever  incredulity  has  of  late  come  to  be  felt  re-  ' 
garding  the  quantity-theory  of  money  is  due,  in  part,  to 
the  complexity  and  clusivcness  of  the  elements  of  the 
case.  Ihit  the  same  dilTiculties  of  definition  and  deter¬ 
mination  might  just  as  rationally  lead  one  to  deny  that 
the  phenomena  of  the  weather  are  manifestations  of 
force  under  law.  For  the  rest,  the  cause  for  the  in¬ 
credulity  referred  to  is  found  in  the  disregard  of  the 
condition  which  often  is  and  always  should  be  attached 
to  the  statement  that  an  increase  of  the  money-supply 
tends  to  raise  prices,  while  the  diminution  of  the  money- 
supply  tends  to  lower  prices.  That  condition  is,  “  other 
things  equal.”  We  have,  for  example,  recently  seen 
what  appeared  to  be  a  statistical  demonstration  of  the 
falsity  of  the  quantity-theory,  which  entirely  disregarded 
this  condition,  not  only  changes  in  the  habits  of  the 
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people  in  respeet  to  earrying  and  using  money,  but  even 
a  two-fold  inerease  of  population  being  treated  as  of  no 
eonsequence.  Generally  speaking,  however,  writers 
upon  this  side  of  the  question  generally  go  so  far  as  to 
reduee  the  volume  of  the  eurreney  to  a  per  capita  state¬ 
ment  ;  but  they  are  just  as  much  given  to  ignoring 
other  possible  and  even  probable  changes. 

Not  only  may  the  habits  of  the  people  in  this  respect 
alter  greatly,  within  a  short  time ;  but  the  very  increase 
of  the  money-supply  may  become  the  cause  of  increased 
demands  for  money.  When  Mr.  Jacob  wrote  his  book 
on  “  The  History  of  the  Precious  Metals,”  he  reached  the 
conclusion  that,  the  increase  of  the  money-supply,  during 
the  first  generations  after  the  discovery  of  America,  to 
thee.xtentof  about  five  hundred  per  cent.,  resulted  in  a 
general  rise  of  prices  nearly  as  great.  Subsequent  inve.s- 
tigations,  however,  have  greatly  reduced  this  estimate  ; 
and  Professor  Clifle  Leslie  reaches  the  rcsidt  of  a  general 
enhancement  of  prices  somewhat  c.xceeding  two  hundred 
per  cent.  Now,  such  a  failure  of  complete  correspond¬ 
ence  between  the  ratio  of  increase  in  the  money-supply 
and  the  ratio  of  increase  in  general  prices,  affords  no 
ground  for  questioning  that  the  relation  of  cause  and 
effect  exists  between  the  two  phenomena.  “  Other 
things”  did  not  remain  equal  while  the  .stock  of  the 
precious  metals  was  undergoing  this  enormous  enhance¬ 
ment.  The  vast  and  sudden  increase  of  silver,  from  the 
mines  of  the  new  world,  itself  produced  a  marked  in¬ 
crease  in  the  demand  for  money.  The  habits  not  only 
of  the  commercial  classes,  but  of  the  whole  body  of  the 
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population  naturally  changed  in  respect  to  the  holding 
and  use  of  money.  The  world  down  to  that  time  had 
been  starved  in  its  money-supply,  ever  since  the  down¬ 
fall  of  the  Roman  Empire ;  and  the  new  silver  was 
eagerly  absorbed  by  the  famished  system.  ^Moreover,  as 
Professor  Cairnes,  in  his  excellent  essays  on  the  Gold 
Question,  has  shown,  the  new  silver  and  the  rising  prices 
set  on  foot  a  host  of  industrial  and  commercial  enter¬ 
prises  and  wonderfully  stimulated  the  prodnetive  activity 
of  the  whole  world.  Society,  both  industrial  and 
political,  took  on  a  new  face.  Speculation  and  ad¬ 
venture  awoke  in  every  land.  Discoveries  of  new  arts 
and  of  new  resources  in  nature  made  a  call  upon  the 
new  money,  which,  with  larger  production,  prevented 
prices  from  rising  to  anything  like  the  degree  in  which 
the  money-supply  had  increased.  Effects  of  a  similar 
character  but  far  more  extensive  in  their  range,  followed 
the  gold  discoveries  of  California  and  Australia.  Prices 
rose,  but  to  nothing  like  the  extent  to  which  the  volume 
of  the  money-supply  was  increased.  The  rise  of  prices 
itself  stimulated  adventure  and  speculation  ;  while  the 
new  gold  furnished  the  necessary  means.  As  Mr. 
William  Newmarch  says,  “  There  is  at  all  times  a  pro¬ 
fusion  of  enterprises  to  be  undertaken ;  of  experiments 
to  be  tried ;  of  schemes  to  be  worked  out ;  of  improve¬ 
ments  to  be  made  ;  of  ingenious  men  to  be  set  iip  with 
capital ;  of  trades  already  profitable  to  be  made  more  so 
by  vast  extensions.” 

The  limited  amount  of  time  at  my  command  will  not 
allow  a  full  treatment  of  the  quantity-theory  of  money. 
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All  that  is  said  against  it,  either  in  the  way  of  argninent 
or  of  cavil,  does  not  in  the  slightest  degree  shake  my 
confidence  in  the  principle  that,  all  other  things  equal, 
the  universal  law  of  exchange  applies  to  money  as  to 
every  other  thing  that  is  bought  or  sold.  Assuming, 
then,  the  truth  of  this  doctrine,  I  will,  with  your  per¬ 
mission,  go  forward  to  state,  in  a  very  general  way, 
what,  in  my  judgment,  is  the  effect  of  changes  in  the 
volume  of  the  currency  as  respects  public  prosperity. 

And  first,  of  inflation.  Here  we  have  to  deal  with  a 
moral  element  which  is  of  immense  and  irrc.sistible  in¬ 
fluence,  economically.  Purposed  inflation,  by  act  of 
government,  having  for  its  object  the  raising  of  prices 
and  the  scaling-down  of  debts,  is  subject  to  the  gravest 
impeachment,  on  grounds,  not  only  of  social  justice,  but 
of  economic  expediency  as  well.  It  carries  with  it  the 
sting  of  fraud  and  leaves  behind  it  a  retribution  swift, 
sure,  and  terrible.  The  moralist  is  not  more  strongly 
bound  than  is  the  economist  to  denounce  every  measure 
having  any  such  design  or  effect.  The  difference  be¬ 
tween  an  inflation  of  the  money-supply  due  to  the  di.s- 
covery  of  new  mines  and  fields  of  the  precious  metals, 
and  an  inflation  due  to  act  of  government  having  the 
design  and  purpose  to  scale-down  debts  is  just  as  wide  as 
the  difference  between  the  natural  death  of  a  mi.serly 
rich  man,  bringing  his  estate  into  the  hands  of  a  gener¬ 
ous  and  public-spirited  heir,  at  which  result  all  good  men 
may  rightly  rejoice,  and  the  murder  of  the  miser  for  the 
purpose  of  changing  the  ownership  of  his  property, 
which  no  plea  of  public  spirit  or  generosity  in  the  use 
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of  that  property  could  make  to  be  considered  as  any 
other  than  an  atrocious  and  detestable  act  worthy  only 
of  condemnation  and  punishment. 

Looking  tlien,  for  simplicity  of  reasoning,  at  a  metallic 
inflation,  which,  whatever  hardship  it  may  bring  upon 
certain  persons  or  classes  of  persons,  carries  no  sting  of 
injustice  with  it,  let  us  inquire  what  are  its  effects  upon 
public  prosperity.  The  subject  is  one  which  is  sus¬ 
ceptible  of  great  exaggeration.  It  is  also  one  which 
may  be  treated  in  a  small  and  grudging  way,  with  re¬ 
sults  as  distinctly  false  to  life  as  any  that  could  be  due 
to  extravagance  of  view  and  of  statement.  I  believe 
that  the  truth  lies  between  the  extreme  claims  of  some 
who  have  attributed  more  than  a  magical,  an  even  mir¬ 
aculous,  virtue  to  a  natural  increa.se  of  the  money-sup-  . 
ply,  and  the  mean  and  parsimonioiis  admi.ssions  of  cer¬ 
tain  economists  of  the  h  priori  ox^ox.  But  I  also  believe 
that  the  truth  lies  very  much  nearer  the  former  than  the 
latter  line.  The  weighty  statement  of  David  Hume  is 
the  first  which  should  be  quoted  in  any  discussion  of 
this  subject. 

“  It  is  certain  that,  since  the  discovery  of  the  mines  in 
America,  industry  has  increased  in  all  the  nations  of 
Europe,  except  in  the  possessors  of  those  mines ;  and 
this  may  be  justly  ascribed,  amongst  other  reasons,  to 
the  increase  in  gold  and  silver. 

“Accordingly  we  find  that,  in  every  kingdom  into 
•  which  money  begins  to  flow  in  greater  abundance  than 
formerly,  everything  takes  a  new  face  ;  labor  and  in¬ 
dustry  gain  life ;  the  merchant  becomes  more  enterpris- 
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ing,  the  manufacturer  more  diligent  and  skillful,  and 
even  the  farmer  follows  his  plow  with  greater  alacrity 
and  attention.  This  is  not  easily  to  be  aceountcd  for,  if 
we  consider  only  the  influence  which  a  greater  abun¬ 
dance  of  coin  has  in  the  kingdom  itself,  by  heightening 
the  price  of  commodities  and  obliging  every  one  to  pay 
a  greater  number  of  these  little  yellow  or  white  pieces 
for  everything  he  purchases.  And  as  to  foreign  trade, 
it  appears  that  great  plenty  of  money  is  rather  disad¬ 
vantageous,  by  raising  the  price  of  every  kind  of  labor. 

“To  account,  then,  for  this  phenomenon,  we  must 
consider  that,  though  the  high  price  of  commodities  be 
a  necessary  consequence  of  the  increase  of  gold  and  sil¬ 
ver,  yet  it  follows  not  immediately  upon  that  increase  ; 
but  some  time  is  required  before  the  money  circulates 
through  the  whole  state  and  makes  its  effect  to  be  felt 
on  all  ranks  of  people.  At  first  no  alteration  is  per¬ 
ceived  ;  by  degrees  the  price  rises,  first  of  one  com¬ 
modity  and  then  another,  till  the  whole  at  last  reaches  a 
just  proportion  with  the  new  quantity  of  specie  which  is 
in  the  kingdom. 

“  In  my  opinion  it  is  only  in  this  interval,  or  inter¬ 
mediate  situation,  between  the  acquisition  of  money  and 
rise  of  prices,  that  the  increasing  quantity  of  gold  and 
silver  is  favorable  to  industry.  When  any  quantity  of 
money  is  imported  into  a  nation,  it  is  not  at  first  dis- 
jjersed  into  many  hands,  but  is  confined  to  the  coffers  of 
a  few  persons,  who  immediately  seek  to  employ  it  to  ad¬ 
vantage. 
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“  It  is  easy  to  trace  the  money  in  its  progress  through 
the  whole  conun  on  w^ealth,  where  we  shall  find  that  it 
must  first  quicken  the  diligence  of  every  individual  be¬ 
fore  it  increases  the  price  of  labor.”  * 

I  think  that  in  the  foregoing  remarks  Mr.  Hume  even 
understates  the  advantages  of  a  metallic  inflation.  In 
addition  to  all  which  he  alleges,  there  is  the  important 
consideration  of  the  effect  of  such  a  cause  upon  the 
burden  of  existing  indebtedness,  both  public  and  private. 
The  world  is  always  in  bonds  to  the  generations  that 
have  preceded.  The  industr^'^,  the  activity,  the  enter¬ 
prise  of  the  generation  upon  the  stage  are  heavily 
weighted  by  obligations  to  the  past.  These  obligations 
cannot  be  repudiated,  they  cannot  be  intentionally 
lightened  by  act  of  government,  under  impulse  from  the 
debtor  class,  without  social  and  economic  retributions 
that  will  produce  a  mi.schief  far  outweighing  any  bene¬ 
fits  which  may  be  in  view  in  such  ill-advised  measures. 
But  when  this  effect  is  brought  about  by  natural 
means,  if  not  too  sudden  and  violent  in  operation,  I  be¬ 
lieve  it  to  be  wholly  beneficial  and  hannonious,  economic¬ 
ally.  That  the  great  silver  discoveries  of  the  i6th  and 
17th  centuries,  diminishing  the  weight  of  feudal  bur¬ 
dens,  cutting  down  the  effective  revenues  of  existing 
dynasties,  and  reducing  the  weight  of  obligations  de¬ 
rived  from  the  past,  had  an  influence,  wholly  in  addition 
to  that  mentioned  by  Mr.  Hume,  in  not  only  extending 
commercial  activity,  bitt  lifting  society  and  industry  up 
to  a  new  and  higher  plane,  seems  to  be  beyond  question. 

'  Hume’s  “  Essay  on  Money.” 
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To  show  that  I  am  not  without  the  support  of  economic 
authority,  I  quote  the  language  of  M.  Chevalier,  the 
first  of  French  economists,  and  of  J.  R.  IMcCulloch,  one 
of  the  most  conservative  of  the  English  school.  M.  Chev¬ 
alier  says  “  Such  a  change  will  benefit  those  who  live 
by  current  labor ;  it  will  injure  those  who  live  upon  the 
fruits  of  past  labor,  whether  their  fathers’  or  their  own. 
In  this,  it  will  work  in  the  same  direction  v.ith  most  of 
the  developments  which  are  brought  about  by  that  great 
law  of  civilization  to  which  we  give  the  noble  name  of 
progress.” 

Mr.  McCulloch  has  perhaps  taken  even  stronger 
ground  in  favor  of  the  desirableness  of  a  gradual  reduc¬ 
tion  in  the  burden  of  debts,  through  a  natural  increase 
of  the  volume  of  the  precious  metals.  He  maintains 
that  a  depreciation  of  the  circulating  medium,  through 
this  cause,  promotes  industry,  diminishing  the  weight  of 
the  obligations  which  press  upon  the  producing  classes, 
whether  employers  or  employed,  giving  them  the  nse,  at 
a  lower  rate  in  produce  (becaii.se  at  a  fi.xed  rate  in 
money),  of  all  the  agents — land,  buildings,  stock — which 
they  hold  by  hire  or  lease  for  terms  of  years,  from  tho.se 
who  are  not  them.selves  personally  engaged  in  produc¬ 
tion.  At  the  same  time,  all  that  part  of  the  taxation  of 
government  which  goes  to  the  payment  of  the  principal 
and  interest  of  public  indebtedness,  is  reduced  in  its 
weight  upon  the  whole  community,  whether  engaged  in 
active  production  or  not.  Rooking  at  the  matter  in  this 
light,  Mr.  McCulloch  declares  that,  “  while,  like  a  fall  of 
rain,  after  a  long  course  of  dry  weather,  it  may  be  pre- 
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judicial  to  certain  classes,  it  is  beneficial  to  an  incom¬ 
parably  greater  number,  including  all  who  are  actively 
engaged  in  industrial  pursuits,  and  is,  speaking  gener¬ 
ally,  of  great  public  or  national  advantage.”  With  refer¬ 
ence  to  this  statement.  Professor  W.  Stanley  Jevons  says  : 

“  I  cannot  but  agree  with  McCulloch  that,  putting  out 
of  sight  individual  cases  of  hardship,  if  such  exist,  a  fall 
in  the  value  of  gold  must  have,  and  I  should  say  has  had 
already,  a  most  powerfully  beneficial  effect.  It  loosens 
a  country,  as  notliing  else  could,  from  its  old  bands  of 
debt  and  habit.  It  throws  increased  rewards  before  all 
who  are  making  and  acquiring  \vcalth,  sometimes  at  the 
expense  of  those  who  are  enjoying  acquired  wealth.  It 
excites  the  active  and  skilful  classes  of  the  community  to 
new  exertions.” — [Investigations  into  Currency  and  Fi¬ 
nance,  pp.  96-97.] 

Even  Professor  John  E.  Cairnes  who  was  much  dis¬ 
posed  to  quarrel  with  the  great  increase  of  the  precious 
metals,  due  to  the  Californian  and  Australian  discoveries, 
as  involving  “  a  more  cumbrous  medium  of  exchange  ” 
and  as  investing  an  undue  amount  of  the  world’s  labor 
and  eapital  in  the  form  of  gold  and  silver,  and  who  asks, 
“  Are  the  other  nations  of  the  world  to  continue  forever 
laboring  in  the  service  of  the  gold  countries,  for  no  other 
than  the  barren  reward  of  an  addition  to  their  circula 
tion?”,  even  this  highly  conservative  writer  declares, 
concerning  the  increase  of  the  stock  of  silver  due  to  the 
Soiith  American  and  Mexican  discoveries,  that  “  it  sup¬ 
plied  and  rendered  possible  the  remarkable  extension  of 
oriental  trade  which  forms  the  most  striking  commercial 


38 


Economic  Studies. 


fact  of  the  age  that  followed.”  And  Professor  Cairnes 
further  indicates  among  the  beneficent,  though  political 
rather  than  economic,  results,  the  hastening  decay  of  the 
feudal  power,  the  increasing  dependency  of  the  sovereign 
upon  his  people  for  the  supplies  which  his  hereditary 
domains  no  longer  furnished  in  sufficient  amount,  and 
the  rising  spirit  of  self  assertion  on  the  part  of  the  com¬ 
mercial  and  mechanical  classes,* 

When  we  turn  from  considering  the  effects  upon  public 
prosperity  of  a  change  in  the  currency  in  the  direction 
of  inflation,  to  inquire  what  is  the  social  and  industrial 
influence  of  a  change  which  is  in  the  nature  of  contrac¬ 
tion,  we  find  a  remarkable  alteration  in  the  views  of 
those  who  especially  affect  economic  orthodoxy.  One 
would  suppose  that,  if  the  money-function  is  of  such 
supreme  importance  as  to  make  inflation  a  po.ssible 
source  of  untold  mischief,  it  could  hardly  fail  to  be  ad¬ 
mitted  that  contraction  might  also  be  a  possible  .source 
of  mischief.  But  it  has  not  pleased  the  economists 
of  this  school  to  admit  that  sauce  for  goo.se  is  sauce  for 
gander.  The  very  writers  who,  during  the  inflation 
period  in  the  United  States,  urged  with  the  greatest 
earnestness  the  evils  of  a  rapid  increase  of  the  money- 
supply,  teaching  that  it  disturbed  the  standard  of  value, 
altered  the  distribution  of  wealth,  perverted  the  course 
of  industry,  promoted  speculation,  generated  dishonesty, 
and  in  every  conceivable  way  did  mischief  to  the  body 
politic  and  economic,  tell  us  that  the  money-function  is 
of  so  little  consequence,  commercially,  industrially  and 
■Cairnes’s  "Essays  toward  a  Solution  of  the  Gold  Question.” 
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socially,  that  contraction  is  really  of  no  account  what¬ 
soever.  They  argue  that  the  production  of  wealth 
is  really  a  matter  only  of  labor  power,  capital  power, 
and  land  power ;  and  that  such  production  may  be 
trusted  to  go  on,  without  let  or  hindrance  from  any  such 
trivial  accident  as  contraction  of  the  currency.  I  will 
not  hold  all  the  economists  of  this  school  responsible  for 
so  extreme  a  statement  as  that  which  Mr.  David  Wells 
makes  in  his  Currency  plan  of  Resumption,  “  Were  all 
the  currency  in  the  country  absolutely  swept  out  of  ex¬ 
istence  to-morrow  morning,  there  would  doubtless  be 
much  inconvenience  experienced,  the  same  as  though 
all  the  yard-sticks,  foot-rules,  and  bushel-measures  were 
to  disappear ;  but,  in  either  case,  there  would  not  prob¬ 
ably  be  one  le.ss  acre  of  land  cultivated,  yard  of  cloth 
made,  ton  of  coal  dug,  or  pound  of  iron  smelted,  in  con¬ 
sequence.”  But  I  think  it  not  unfair  to  say  that,  with 
somewhat  less  of  extravagance,  they  are  in  general  dis¬ 
posed  to  look  upon  the  possible  evils  of  a  diminishing 
money  supply  as  of  small  consequence.  .  For  myself,  I 
have  never  been  able  to  understand  how  men  could  pos¬ 
sibly  consider  the  money-function  of  so  much  import¬ 
ance  and,  at  the  same  time,  of  so  little  importance,  as  to 
regard  the  evils  of  inflation  as  almost  illimitable,  econ¬ 
omically,  socially  and  politically,  while  regarding  the 
possible  evils  of  contraction  as  not  worth  talking  about. 
Leaving,  however,  all  question  as  to  the  consistency 
of  the  orthodox  writers,  let  us  inquire  whether  a  di¬ 
minishing  money-supply  could  set  in  motion  forces  pre¬ 
judicial  to  public  prosperity,  and  if  .so,  in  what  w^ays  it 
might  be  expected  that  injurious  results  would  occur. 
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In  the  first  place,  a  contraction  of  the  currency,  either 
absolute  or  relative,  that  is,  either  a  positive  cliniiuution 
of  the  money-supply,  or  a  failure  of  the  money-supply 
to  keep  up  with  the  demands  of  commerce  due  to  en¬ 
larged  productiveness  of  labor  and  capital  and  to  the 
multiplication  of  the  uses  of  money  in  any  community, 
has  the  necessary  and  immediate  effect  to  enhance  the 
burden  of  all  debts  and  fixed  charges.  ]\Ioney  having 
been  taken  as  the  standard  for  determining  the  rights  of 
the  creditor  and  the  obligations  of  the  debtor,  in  all 
cases  of  deferred  payment,  a  diminution  of  the  money- 
supply,  or  a  failure  of  the  money-supply  to  keep  up  with 
the  demands  of  commerce,  must  enhance  the  weight  of 
the  burdens  imposed  upon  the  present  by  the  past.  That 
burden  is,  at  the  best,  necessarily,  under  the  conditions 
of  human  society,  a  very  weighty  one.  Every  man  of 
affairs  knows  how  “  the  interest-charge  ”  bears  down 
upon  productive  enterprise,  even  the  most  successful. 
Wherever  the  conditions  of  business  cause  enterprise  to 
drag  in  the  least — in  agriculture,  except  where  natural 
resources  are  richest ;  in  commerce,  except  with  the 
ablest  management ;  in  manufactures,  except  under  con¬ 
ditions  which  create  a  practical  monopoly  or  at  least 
give  some  marked  advantage  over  competitors,  the 
weight  of  the  interest-charge  becomes  galling  and  oi> 
pressive.  Few  men  can  till  the  soil  in  a  long-settled 
countr}’,  if  they  have  to  borrow  all  their  capital ;  few 
men  can  carry  on  trade  and  manufacture,  except  under 
rare  conditions,  if  they  have  to  borrow  all  their  capital. 
I  appeal  to  every  man  of  business  for  the  truth  of  this 
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statement.  The  margin  of  buoyancy  in  the  human 
frame  is  so  small  that  it  takes  but  very  little  around  a 
man’s  neck,  while  struggling  in  the  water,  to  carry  him 
to  the  bottom.  The  margin  of  profit  in  ordinary  busi¬ 
ness  is  so  small  that  any  enhancement  of  obligations 
derived  from  the  past,  must  be  seriously  felt ;  while,  if 
that  enhancement  persists  through  a  considerable  period, 
the  drain  upon  productive  enterpri.se  thus  created  cannot 
fail  to  tell  heavily  upon  the  vitality  of  the  commercial 
and  industrial  system.  This  must  be  so,  from  the  purely 
actuarial  point  of  view ;  but  it  is  fairly  to  be  questioned, 
whether  the  moral  influence  of  such  a  cause,  in  inducing 
discouragement  and  lack  of  confidence,  does  not  operate 
with  even  greater  force. 

But  the  chief  of  the  evil  effects  produced  by  a  dimin¬ 
ishing  money-supply  is,  in  my  humble  opinion,  to  be 
seen  in  the  impairment  of  enterprise  on  the  part  of  the 
producer  and  the  e.xchanger  of  wealth,  due  to  falling 
prices.  It  must  be  remembered  that,  under  the  modern 
system  of  commerce  and  industry,  the  sole  motive  for 
tlic  production  of  wealth  is  found  in  the  anticipated 
profits  of  business.  A  manufacturer  buys  two  hundred 
thousand  dollars  worth  of  material  and  pays  three  hun¬ 
dred  thou.sand  dollars  in  wages  because  he  hopes,  with 
good  fortune,  to  realize  perhaps  twenty  or  twenty-five 
thousand  dollars  in  profits.  Unless  he  sees  his  way 
fairly  open  to  realize  something  in  the  way  of  profits, 
after  all  his  outlay  and  his  risk,  his  interest  in  produc¬ 
tion  ceases,  except  so  far  as  he  may,  for  a  short  time, 
carry  on  business  for  the  sake  of  holding  his  laboring 
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force,  or  his  circle  of  customers  together.  Yet  a  very 
small  reduction  in  the  price  of  the  large  body  of 
goods  produced  may  entirely  wipe  out  the  utmost  profit 
he  could  reasonably  promise  himself ;  may  even  turn 
the  anticipated  profit  into  a  loss.  In  such  a  case,  even  a 
slight  movement  in  the  direction  of  prices  falling  be¬ 
tween  the  time  when  materials  are  purchased  and  manu¬ 
facture  undertaken,  and  the  time  when  goods  are  to  be 
marketed  and  paid  for,  may,  if  persisted  in,  become  a 
verj’  serious  matter.  There  wdll  always  be,  in  all 
branches  of  business,  those  whose  financial  strength  and 
power  of  organization  and  management  enable  them 
to  overcome  adverse  conditions  and  to  conquer  fortune ; 
but  in  every  branch  of  business  there  is  a  lower  third, 
on  whom  competition  always  pres.ses  with  great  severity, 
to  whom  it  is  a  continual  struggle  to  make  both  ends 
meet.  These  men  are  at  a  disadvantage  in  buying, 
in  making,  and  in  selling.  Their  bad  debts  are  numer¬ 
ous  ;  they  have  to  pay  heavily  for  discounts ;  they 
have  perhaps  not  the  means  or  the  credit  required  to 
obtain  the  most  modern  machinery  and  the  best  ap- 
pliance.s.  To  men  in  such  a  situation,  steadily  falling 
prices  are  embarrassing,  harrassing  and  oppre.ssive :  a 
weight  around  their  necks  which  tends  continually  to 
wear  them  out  and  threatens  sooner  or  later  to  send 
them  to  the  bottom.  Their  margin  is  so  small,  at  the 
best,  that  a  very  slight  hostile  force  may  produce  the 
most  seriously  injurious  results  to  them  ;  while  the  em¬ 
barrassments  and  failures  of  this  lower  third  of  the  pro¬ 
ducing  class  constitute  a  continual  menace  to  the  abler 
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men  of  business  in  their  respective  branches  of  manu¬ 
facture,  demoralizing  the  market  for  goods  and  unsettling 
the  market  for  loans  with  continual  alarms. 

But  there  is  still  a  further  potency  for  mischief  to  be 
found  in  declining  prices.  All  that  has  been  said  would 
be  true  were  there  not  in  modern  business  a  strongly 
marked  tendency  to  occasional  commercial  crises  and  to 
“hard  times”  in  productive  industry.  It  seems  in¬ 
separable  from  the  existing  organization  of  affairs  that 
periods  of  highly  stimulated  production  should  alternate 
with  periods  of  depression  and  restricted  production. 
Under  this  universal  and  seemingly  inevitable  condition 
of  commerce  and  industry,  I  cannot  but  believe  that  the 
general  downward  tendency  of  prices  tends  to  make  dis¬ 
turbances  more  frequent,  to  increase  their  severity  and, 
especially,  to  protract  their  duration.  With  a  moderate, 
progressive  increase  of  the  money-supply  aud  a  general 
upward  tendency  of  prices,  it  can  hardly  fail  to  result 
that  the  man  of  business,  whether  manufacturer  or  mer¬ 
chant,  will  be  readier  to  assume  the  initiative,  will  be 
more  courageous  and  hopeful,  will  display  greater  enter¬ 
prise  and  energy.  We  all  know  that  it  is  entirely  possible 
that  production  shall  be  locked  in  “  a  vicious  circle,” 
producers  clo.sely  limiting  their  operations  because  con¬ 
sumption  is  checked ;  consumption  remaining  all  the 
while  at  a  minimum  for  no  other  reason  than  that  the 
operative  cla.ss,  producing  little,  have  little  with  which 
to  purchase  goods.  We  have,  in  our  own  life-time,  seen 
such  a  situation  persisting  through  a  long  period,  be- 
cau.se  men  of  business  would  not  believe  in  the  possi- 
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bility  of  recovery,  and  eacli  waited  for  the  other.  Where- 
ever,  perhaps  by  causes  purely  accidental  in  the  original 
instance,  industry  and  trade  fall  into  this  condition,  it 
does  not  seem  to  be  a  matter  of  donbt  that  the  restora¬ 
tion  of  confidence  and  enterprise  must  be  tardier  and 
more  difficult  when  the  general  movement  of  prices  is 
downwards  than  when  it  is  upwards.  I  have  just  now 
said  that  it  is  a  little  thing  around  a  man’s  neck  which 
will  overcome  his  margin  of  buoyancy,  slight  at  the 
best,  and  drag  him  to  the  bottom.  It  is  equally  true 
that  it  is  a  very  little  thing  under  a  man’s  arms  which 
will  so  enhance  his  margin  of  buoyancy  as  to  keep  him 
afloat  for  hours.  For  the  foregoing  reasons  I  believe 
Mr.  Balfour  was  fully  justified  in  saying  that  a  slow 
appreciation  of  the  standard  of  value  “  is  probably  the 
most  deadening  and  benumbing  influence  which  can 
touch  the  springs  of  enterprise  in  a  nation.” 

But  one  more  remark  requires  to  be  made,  and  that  is 
with  respect  to  the  argument,  so  commonly  employed  in 
these  days,  by  which  it  is  attempted  to  be  shown  that 
the  volume  of  actual  money  is  of  little  consequence,  b)’ 
reason  of  the  operation  of  the  credit-system,  which  makes 
good  any  deficiencies  that  may  e.xist  in  the  body  of  the 
currency.  On  this  point  allow  me  to  read  the  following 
paragraph  from  the  address  of  Mr.  L.  L.  Price,  of  Ox¬ 
ford,  as  President  of  the  Section  of  liconomic  Science 
and  Statistics,  at  the  Ipswich  meeting  of  the  British 
Association  for  the  Advancements  of  Science,  of  the 
present  year.  Mr.  Price  remarks :  “  It  is  sometimes 
asserted  that  the  influence  of  credit  on  prices  is  so  con- 
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siderable  as  to  reduce  to  unimportance  a  decrease  in  the 
“  available  supplies  of  gold.  It  may  at  once  be  admitted 
that  the  modern  extensive  development  of  credit  obscures 
the  relation  betxvcen  the  metal  and  prices ;  but  it  does 
not  destroy  it ;  and  according  to  the  view  we  have  been 
trying  to  emphasize,  the  mission  of  economics  is  to  re¬ 
move  this  veil  of  obscurity.  In  this  instance  it  may 
show  that  the  relation  is  not  unreal  because  it  is  indi¬ 
rect  ;  that  credit,  expanding  and  contracting  of  itself, 
owing  to  increasing  or  diminishing  speculative  activity, 
is  yet  limited  and  controlled  in  its  movements  by  the 
changing  dimensions  in  the  basis  of  cash  on  which  it 
rests ;  and  that,  through  the  bank  reserves  meeting  or 
restricting  the  demand.s  for  petty  cash  and  permitting 
an  expansion  or  causing  a  curtailment  of  credit,  the  sup¬ 
plies  of  the  standard  metal  exert  an  important  influence 
on  prices.” 

I  am  convinced  that  what  Mr.  Price  here  says  is 
strictly  true.  While  the  utmost  expansion  of  the  credit 
system  may,  in  a  measure,  disguise  the  influence  of  a 
diminishing  money-supply,  it  cannot,  at  the  best,  wholly 
offset  that  influence ;  while  it  is  fairly  a  question 
whether  the  operations  of  credit  are  not  less  aetive, 
rather  than  more  aetive,  when  contraction  of  the  cur¬ 
rency  is  going  on,  than  when  the  currency  is  undergo¬ 
ing  a  moderately  progressive  increase. 


